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The Retail Code of Fair 
Competition 


The complete retail code is here reproduced with comments in regard to its 
probable influence on retail practices 


On October 22, 1933, President Roose- 
velt signed the code of fair competition 
for retail trade covering all branches of 
the business except foods and tobacco 
and drugs if dispensed by the medical 
profession directly and divisions of retail 
selling operated under a separate code. 
Furthermore, small stores in small towns 
are exempt by the following executive 
order: 


EXECUTIVE ORDER 


The provisions of the President’s Re-employment 
Agreement, issued July 27, 1933, shall not be held to apply 
to employers engaged only locally in retail trade or in 
local service industries (and not in a business in or affecting 
interstate commerce) who do not employ more than five 
persons and who are located in towns of less than 2,500 
population (according to the 1930 Federal census) which 
are not in the immediate trade area of a city of larger 
population, except so far as such employers who have 
signed the President’s Re-employment Agreement desire 
to continue to comply with the terms of said agreement 
after the date of this order, and this release of such em- 
ployers who have heretofore signed the President’s Re- 
employment Agreement shall be further extended so as 
to release to the same extent all such employers of obliga- 
tions not voluntarily assumed under the provisions of a 
Code of Fair Competition approved by the President. 

This exemption is intended to relieve smal] enterprises 
in small towns from fixed obligations which might impose 
exceptional! hardship; but it is expected that all such enter- 
prises will conform to the fullest extent possible with the 
requirements which would be otherwise obligatory upon 
them. 


The code became effective October 
30 and is here reproduced in its entirety 
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with a few brief comments as to its effect 
on store management, merchandising, 
and publicity. 


STORE MANAGEMENT AND THE CODE 


The code provides that a store em- 
ployee, with certain exceptions, must 
work fewer hours than those during 
which the store is open. Roughly, the 
number of working hours is about 75 
per cent of the store hours. It is evi- 
dent, then, that the number of employees 
is being considerably increased. Since 
many wages have also been raised, a 
number of stores have estimated that 
selling costs are about 15 per cent higher 
than before. 

Again, since employees can work only 
about three fourths of store hours, care- 
ful schedules have to be worked out. 
While some have attempted two shifts, 
one group reporting at store opening and 
leaving early and the other reporting 
late and working to closing, the tend- 
ency now is towards a five-day week, 
every employee having a full day off. 

Along with this arrangement, many 
stores have discontinued their part-time 
force. The need to have more full-time 
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people has resulted in a curtailing of 
part-timers, so that payroll cost might 
not increase in full proportion to the 
additional number of full-timers re- 
quired. 

The fact that the entire working force 
is not at hand at the same time on days 
or hours when training activities are 
normally held has made it difficult to 
arrange meetings. The general effect 
of employee hours on training has been 
to emphasize further decentralized and 
individual training—held on the selling 
floor. Accordingly, the department and 
section managers are being called upon 
more and more to train their subordi- 
nates rather than have the store rely 
upon a special training department. 

In spite of the problems that shorter 
working hours and higher wages pres- 
ent, the general effect is to make retail- 
ing more attractive as a field of endeavor. 
The long hours in the past have kept 
many desirable people out. Where the 
store’s employees had little time for 
interests outside the store, they are now 
likely to find life more varied and rich. 
It is to be hoped that the extra day off a 
week will be used for recreation in its 
original sense and that the productivity 
of the other five days may be increased. 


MERCHANDISING AND THE CODE 


Although the code cautions specifically 
that prices shall be raised only by the 
amounts absolutely necessary to cover 
added costs, the general effect is to re- 
quire higher markups. Not only are 
payroll costs up but also such expenses 
as supplies. Somewhat higher gross 
margin, then, would seem essential, par- 
ticularly in view of the general losses 
that stores have suffered for some years. 
It is possible, however, that the rising 


price trend will so reduce markdowns as 
to make a higher initial markup un- 
necessary. 

A second and most difficult merchan- 
dising problem is the revision of retail 
price lines, not so much necessitated by 
the retail code as by manufacturers’ 
codes that have been instrumental in in- 
creasing wholesale prices. For the mo- 
ment, price lines are disorganized and 
not until some sort of price stability is 
reached will stores be able to concen- 
trate on a few established price lines. 
During the transition period, stores are 
attempting to curb a too rapid rise in 
retail prices for fear that customer buy- 
ing will be curtailed. Some retailers are 
finding it necessary, temporarily at least, 
to cling to old prices, even though the 
quality obtainable at those prices is be- 
low the old standards. One way to hold 
many retail prices down is to use an 
averaging process. For example, dresses 
that cost $6.50 and were retailed for 
$10.50 have risen to a cost of $8.75. A 
corresponding increase in retail prices 
would yield about $14.50, a price whose 
sudden introduction would cause cus- 
tomer resistance. A better plan is to 
establish a price of about $12.75 and to 
mark about three fourths of the $8.75 
dresses at this price. The balance, 
representing the high styles (what Filene 
calls the M.P.’s), may be marked $17.50. 
The average markup will be satisfactory 
and the particular fashion features of 
the relatively few high markup items 
may quite justify the price in the minds 
of those customers who seek style rather 
than quality. 

The provision of the code, prohibiting 
the use of loss leaders will probably not 
affect the merchandising of the great 
majority of goods, for only a very small 
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proportion of new or “nonclearance”’ 
merchandise has been formerly sold at 
less than cost. The provision, however, 
will make less severe the price wars that 
have added color but not wisdom to 
retailing in the past. The selling of 
goods at a loss with the intention (1) to 
harm competitors, (2) to attract cus- 
tomers to profitable goods, or (3) to 
maintain a policy will become a practice 
of the past. The result hoped for is a 
better feeling among competitors, less 
destruction of small stores by larger 
rivals who are financially able to lose 
money for a time to eliminate competi- 
tion, less markdowns to eat into store 
profits and to necessitate abnormally high 
markups on other goods, and, as a result, 
fairer prices to consumers as the social 
losses of unfair competition are removed 
from stores’ expense accounts. For de- 
partment stores who have had a policy 
of meeting competitors’ prices, the re- 
sult should be a slight reduction in 
markdowns. Again, price competition 
is not likely in the future to go as low as 
cost plus “‘an allowance for actual wages 
of store labor,” for price wars are some- 
times inspired by a hope to be the under- 
seller at the end of the fight, a hope no 
longer justified. Competitive prices, in 
the future, then, are likely to reflect 
more closely relative costs of doing 
business than subnormal costs that yield 
losses to all sellers. 


PUBLICITY AND THE CODE 


The advertising features of the code 
have for their purposes (1) fairness as 
among competitors and (2) accuracy in 
statements tocustomers. There is every 
reason to believe that retail advertising 
will be more factual and more truthful 
than it has ever been in the past. The 
enforcement of high standards will gradu- 


ally eliminate the disbelief with which 
many customers look upon advertising 
statements. As customers respond more 
readily to advertising in which they have 
confidence, the relative cost of advertis- 
ing should be reduced. Greater sales 
returns per advertising dollar should 
be the long-time result. 

A by-product of great significance is 
the increased interest that all branches 
of the store are exhibiting in the 
advertising. Formerly, many buyers 
and merchandise managers have been 
prone to leave advertising entirely to 
the specialized advertising department. 
But today the buyer knows that there 
may be serious consequences to himself 
if the advertisements depicting his mer- 
chandise are not wholly accurate. Less 
blind reliance upon the publicity branch 
of the organization and closer checking 
of copy by the merchandising as well as 
the service branches are bringing about 
codperation of the whole store for sales 
promotion to a degree not attained 
before. The codrdination of merchan- 
dising and publicity functions is elimi- 
nating waste on the one hand and increas- 
ing sales on the other. 

The retail code, then, as it affects man- 
agement, merchandising, and publicity 
is ushering in signal changes that point 
in the short-run view to higher costs but 
in the long-time view to a reduction in 
the social costs of distribution. 


CODE OF FAIR COMPETITION FOR THE RETAIL TRADE 


To effectuate the policies of Title I of the National In- 
dustrial Recovery Act the following provisions are estab- 
lished as a code of fair competition for the retail trade. 


Articie I 
APPLICATION OF CODE 
Section 1. Application of Code 


The provisions of this code, except such provisions as 
are included in Schedule A annexed hereto and in such other 
schedules as may subsequently be approved and annexed 
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hereto and except as hereinafter specifically provided, 
shall apply to all retailers and/or retail establishments 
engaged in the retail trade as defined in Article II here- 
inafter. The provisions of Schedule A and such other 
schedules as may subsequently be annexed hereto shall 
apply only to those retailers and/or retail establishments 
as are specifically included within the provisions of such 
schedules. 


Section 2. Request for Separate Code 

Any division of the retail trade which has not partici- 
pated in the formation or establishment of this code may 
make application to the administrator to operate under a 
separate code of fair competition. The administrator shall 
determine whether such division of the retail trade shall 
operate under this code or under a separate code, and may, 
if justice requires, stay the application of this code to such 
division pending his decision or pending the approval by 
the President of the United States of a code of fair competi- 
tion for such division. 


Articie IT 


DEFINITIONS 
Section 1. Retail Trade 


The term “retail trade” as used herein shall mean all 
selling of merchandise to the consumer and not for purposes 
of resale in any form, in the continental United States ex- 
cluding the Panama Canal Zone. It is provided, however, 
that the term shall not include the selling at retail of milk 
and its products, tobacco and its products, and foods and 
foodstuffs, or the dispensing of drugs, medicines, and med- 
ical supplies by a physician, dentist, surgeon, or veter- 
inarian in the legitimate practice of his profession; and it 
is further provided that the term shall not include any 
division of retail selling (except the selling of drugs and 
allied products) which is now, or may hereafter be, gov- 
erned by a separate code of fair competition approved by 
the President of the United States. 


Section 2. Retailer 


The term “retailer” as used herein shall mean any individ- 
ual or organization engaged wholly or partially in the retail 
trade. 

Section 3. Establishment 


The term “establishment” as used herein shall mean 
any store, or department of a store, shop, stand, or other 
place where a retailer carries on business, other than those 
places where the principal business is the selling at retail 
of products not included within the definition of retail 
trade. The term is also used herein to refer to the retailer 
who carries on business in such establishments. 


Section 4. Employee 
The term “employee” as used herein shall mean any 
person employed by any retailer, but shall not include 
persons employed principally in the selling at retail of 
products not included within the definition of retail trade. 


Section 5. Definitions of Personnel 


(a) Executive—The term “executive” as used herein 
shall mean an employee responsible for the management 
of a business or a recognized subdivision thereof. 

(b) Professional Person—The term ‘“‘professional 
person” as used herein shall mean lawyers, doctors, nurses, 
research technicians, advertising specialists, and other 
persons engaged in occupations requiring a special discipline 
and special attainments. 


(c) Outside Salesman—The term “outside salesman” 
as used herein shal] mean a salesman who is engaged not 
less than sixty (60) per cent of his working hours outside 
the establishment, or any branch thereof, by which he is 
employed. 

(d) Outside Collector—The term ‘‘outside collector” 
as used herein shall mean a collector of accounts who is 
engaged not less than sixty (60) per cent of his working 
hours outside the establishment, or any branch thereof, 
by which he is employed. 

(e) Watchmen and Guards—The terms “watchmen” 
and “guards” as used herein shall mean employees en- 
gaged primarily in watching and safeguarding the premises 
and property of a retail establishment. 

(f) Store Detective—The term “store detective” as 
used herein shall mean an employee engaged exclusively in 
detective work. 

(g) Maintenance Employee—The term “maintenance 
employee” as used herein shall mean an employee essential 
to the upkeep and/or preservation of the premises and 
property of a retail establishment. 

(h) Outside Service Employee—The term 
service employee” as used herein shall mean an employee 
engaged primarily in delivering, installing, or servicing 
merchandise outside the establishment, and shall include 
stable and garage employees. 

(i) Junior Employee—The term “junior employee” as 
used herein shall mean an employee under eighteen (18) 
years of age. 

(j) Apprentice Employee—The term “apprentice em- 
ployee” as used herein shall mean an employee with less 
than six (6) months’ experience in the retail trade. 

(k) Part-time Employee—The term “part-time em- 
ployee” as used herein shall mean an employee who works 
for less than the maximum work week. 


“outside 


‘ 


South 

The term “South” as used herein shall mean Virginia, 
West Virginia, Maryland, North Carolina, South Carolina, 
Georgia, Florida, Kentucky, Tennessee, Alabama, Mis- 
sissippi, Arkansas, Louisiana, Oklahoma, New Mexico, 
Texas, and the District of Columbia. 


Section 6. 


Section 7. Population 
Population shall be determined by reference to the 15th 
Census of the United States (United States Department of 
Commerce, Bureau of Census, 1930). 


ArticLe III 
EFFECTIVE DATE 


The effective date of this code shall be the second Mon- 
day after its approval by the President of the United States. 


ArticLe IV 
GENERAL LABOR PROVISIONS 


Section 1. Collective Bargaining 


(a) Employees shall have the right to organize and 
bargain collectively through representatives of their own 
choosing, and shall be free from interference, restraint, or 
coercion of employers of labor, or their agents, in the desig- 
nation of such representatives or in self-organization or in 
other concerted activities for the purpose of collective 
bargaining or other mutual aid for protection. 

(b) No employee and no one seeking employment shall 
be required as a condition of employment to join any 
company union or to refrain from joining, organizing, or 
assisting a labor organization of his own choosing. 
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(c) Employers shall comply with the maximum hours 
of labor, minimum rates of pay, and other conditions of 
employment, approved or prescribed by the President. 


Section 2. Child Labor 


On and after the effective date of this code, no person 
under the age of sixteen (16) years shall be employed except 
that persons fourteen (14) and fifteen (15) years of age may 
be employed either, 

(a) for a period not to exceed three (3) hours per 
day on six (6) days per week; or 

(b) for one day per week, such day not to exceed 
eight (8) hours. 

In either case, all such hours of work shall be between 
7 a.m. and 7 p.m., and shall not con‘4ict with the employee's 
hours of day school. It is provided, however, that no 
person, under the age of sixteen (16) years shall be em- 
ployed in delivering merchandise from motor vehicles. 

It is further provided that where a State law prescribes 
a higher minimum age, no person below the age specified by 
such State law shall be employed within such State. 


ARTICLE V 
STORE HOURS AND HOURS OF LABOR 
Basic Store and Working Hours 


On and after the effective date of this code, establish- 
ments in the retail trade shall elect to operate upon one of 
the following schedules of store hours and hours of labor: 

Group A. Any establishment may elect to remain open 
for business less than fifty-six (56) hours, but not less than 
fifty-two (52) hours per week unless its store hours were 
less than fifty-two (52) hours prior to June 1, 1933, in which 
case such establishment shall not reduce its store hours; 
no employee of these establishments shall work more than 
forty (40) hours per week, nor more than eight (8) hours 
per day, nor more than six (6) days per week. 

Group B. Any establishment may elect to remain 
open for business fifty-six (56) hours or more per week but 
less than sixty-three (63) hours per weex; no employee of 
such establishment shall work more than forty-four (44) 
hours per week, nor more than nine (9) hours per day, 
nor more than six (6) days per week. 

Group C. Any establishment may elect to remain 
open for business sixty-three (63) hours or more per week; 
no employee of such establishment shall work more than 
forty-eight (48) hours per week, nor more than ten (10) 
hours per day, nor more than six (6) days per week. 

No employee shall work for two or more establishments 
a greater number of hours, in the aggregate, than he would 
be permitted to work for that one of such establishments 
which operates upon the lowest schedule of working hours. 

No employee not included in the foregoing paragraphs, 
and not specifically excepted hereinafter, shall work more 
than forty (40) hours per week, nor more than eight(8)hours 
per day, nor more than six (6) days per week. 


Section 1. 


Section 2. Schedule of Hours to be Posted 


On or within one week after the effective date of this 
code every retail establishment shall designate under 
which of the groups set forth in the preceding section it 
elects to operate and shall post and maintain in a con- 
spicuous place in the establishment a copy of such election 
showing its store hours and employee working hours. 


Section 3. Changes in Store Hours and Employee Working 
Hours 


(a) No establishment may change from the group in 


which it has elected to operate except upon December 
31 of every year. 

(b) Any establishment, however, may at any time in- 
crease its store hours, provided it maintains the basic em- 
ployee work week of the group in which it originally elected 
to operate. 

(c) Any establishment may, for a period not to exceed 
three (3) months during the summer, temporarily reduce 
its store hours but the weekly wages of its employees shall 
not on that account be reduced. 


Section 4. Exceptions to Maximum Periods of Labor 

(a) Professional persons, outside salesmen, outside col- 
lectors, watchmen, guards, and store detectives. The maxi- 
mum periods of labor prescribed in Section 1 of this article 
shall not apply to professional persons employed and work- 
ing at their profession, or to outside salesmen, outside 
collectors, watchmen, guards, and store detectives. 

(b) Maintenance and outside service employee. The 
maximum periods of labor prescribed in Section 1 of this 
article shall not apply to maintenance and outside service 
employees; but such employee shall not work more than 
six (6) hours per week above the maximum hours per week 
otherwise prescribed by Section 1 unless they are paid at 
the rate of time and one third for all hours over such addi- 
tional six (6) hours per week. 

(c) Executive. Subject te the conditions set forth in 
Section 5 of this article, executives receiving $35 or more 
per week in cities of over 500,000 population, or receiving 
$30 or more per week in cities of 100,000 to 500,000 popu- 
lation, or receiving $27.50 or more per week in cities of 
25,000 to 100,000 population, or receiving $25 or more per 
week in cities, towns, villages, and other places under 25,000 
population, may work in excess of the maximum periods of 
labor prescribed in Section 1 of this article. In the South, 
executives paid not less than ten (10) per cent below the 
wages just specified may work in excess of such maximum 
periods. 

(d) Peak periods. At Christmas, inventory, and other 
peak times, for a period not to exceed two (2) weeks in the 
first six (6) months of the calendar year and not to exceed 
three (3) weeks in the second six (6) months, an employee 
whose basic work week is forty (40) hours may work not 
more than forty-eight (48) hours per week and nine (9) 
hours per day; an employee whose basic work week is 
forty-four (44) hours may work not more than fifty-two 
(52) hours per week and nine and one-half (9}) hours per 
day; an employee whose basic work week is forty-eight 
(48) hours may work not more than fifty-six (56) hours per 
week and ten (10) hours per day. All such work may be 
without the payment of overtime. 


Section 5. Limitation Upon Number of Persons Working 


Unrestricted Hours 


Notwithstanding the provisions of the foregoing sections 
of this article and regardless of the number of persons 
otherwise permitted to work unrestricted hours the total 
number of workers in any establishment (whether such 
workers are executives, proprietors, partners, persons not 
receiving monetary wages, or others), who shall be per- 
mitted to work unrestricted hours shall not exceed the 
following ratio: 

In establishments comprised of twenty (20) workers or 
less, the total number of workers who may work unrestricted 
hours (not including those workers specified in Section 4a 
of this article) shall not exceed one (1) worker for every five 
(5) workers or fraction thereof; in establishments com- 
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prised of more than twenty (20) workers, the total number 
of workers who may work unrestricted hours (not including 
those workers specified in Section 4a of this article) shall 
not exceed one (1) worker for every five (5) workers for 
the first twenty (20) workers; and shall not exceed one 
(1) worker for every eight (8) workers above twenty (20). 
Section 6. Hours of Work to be Consecutive 

The hours worked by any employee during each day 
shall be consecutive, provided that an interval not longer 
than one hour may be allowed for each regular meal period, 
and such interval not counted as part of the employee s 
working time. Any rest period which may be given 
employees shall not be deducted from such employees’ 
working time. 

Section 7. Extra Working Hour on One Day a Week 

On one day each week employees may work one extra 
hour, but such hour is to be included within the maximum 
hours permitted each week. 

Section 8. Conflict with State Laws 

When any State law prescribes for any class of em- 
ployees shorter hours of labor than those prescribed in this 
article, no employee included within such class shal] be 
employed within such State for a greater number of hours 
than such State law allows. 


ArticLte VI 
WAGES 
Section 1. Basic Schedules of Wages 


On and after the effective date of this code, the minimum 
weekly rates of wages which shall be paid for a work week 
specified in Article V, whether such wages are calculated 
upon an hourly, weekly, monthly, commission, or any other 
basis, shall, except as hereinafter provided, be as follows: 

(a) Within cities of over 500,000 population, no em- 
ployee shall be paid less than at the rate of $14 per week 
for a forty (40) hour work week, or less than at the rate 
of $14.50 per week for a forty-four (44) hour work week, 
or less than at the rate of $15 per week for a forty-eight 
(48) hour work week. 

(b) Within cities of from 100,000 to 500,000 population, 
no employee shall be paid less than at the rate of $13 per 
week for a forty (40) hour work week, or less than at the 
rate of $13.50 per week for a forty-four (44) hour work week, 
or less than at the rate of $14 per week for a forty-eight 
(48) hour work week. 

(c) Within cities of from 25,000 to 100,000 population, 
no employee shall be paid less than at the rate of $12 per 
week for a forty (40) hour work week, or less than at the 
rate of $12.50 per week for a forty-four (44) hour work 
week, or less than at the rate of $13 per week for a forty- 
eight (48) hour work week. 

(d) Within ctlies, towns, villages from 2,500 to 25,000 
population, the wages of all classes of employees shall be 
increased from the rates existing on June 1, 1933, by not 
less than twenty (20) per cent, provided that this sha!'! not 
require an increase in wages to more than the rate of $11 
per week and provided further that no employee shall be 
paid less than at the rate of $10 per week. 

(e) Within towns, villages, and other places with less 
than 2,500 population, the wages of all classes of employees 
shall be increased from the rates existing on June 1, 1933, 
by not less than twenty (20) per cent, provided that this 
shall not require an increase in wages to more than the rate 
of $10 per week. 


The minimum wages paid to professional persons, out- 
side salesmen, outside collectors, watchmen, guards, store 
detectives, and maintenance and outside service employees 
shall be upon the basis of the basic employee work week 
upon which the establishment by which they are employed 
has elected to operate. 

The minimum wages of any employee not included in 
the foregoing paragraph and not specifically excepted 
hereinafter shall be upon the basis of a forty (40) hour 
work week. 

Juniors and Apprentices 

Junior and apprentice employees may be paid at the 
rate of $1 less per week than the minimum wage otherwise 
applicable; it is provided, however, that no employee shall 
be classified both as a junior and as an apprentice em- 
ployee, and it is further provided that the number of em- 
ployees classified as juniors and as apprentice employees, 
combined, shall not exceed a ratio of one (1) such employee 
to every five (5) employees or fraction thereof up to twenty 
(20) and one (1) such employee to every ten (10) employees 
above twenty (20). 


Section 2. 


Southern Wage Differential 


In the South, within cities of over 25,000 population 
the minimum wages prescribed in the foregoing sections 
may be at the rate of $1 less per week; within cities, towns, 
and villages of from 2,500 to 25,000 population the wages 
of all classes of employees shall be increased from the rates 
existing on June 1, 1933, by not less than 20 per cent, pro- 
vided that this shall not require an increase in wages to 
more than the rate of $10 per week and provided further 
that no employee shall be paid less than at the rate of $9 
per week except as provided in Section 2 of this article; 
within cities, towns, villages and other places under 2,500 
population, the wages of all classes of employees shall be 
increased from the rates existing on June 1, 1933, by not 
less than 20 per cent provided that this shall not require an 
increase in wages to more than the rate of $9 per week. 


Section 3. 


Section 4. Part-time Employees 
Part-time employees shall be paid not less than at an 
hourly rate proportionate to the rates prescribed in the 


foregoing sections of this article. 


Weekly Wages Above Minimum Not to be 
Reduced 
The weekly wages of all classes of emplovees receiving 
more than the minimum wages prescribed in this article 
shall not be reduced from the rate existing upon July 15, 
1933, notwithstanding any reduction in the number of 
working hours of such employees. 


Section 5. 


Conflict with State Laws 

When any State law prescribes for any class of em- 
ployee of either sex a higher minimum wage than that pre- 
scribed in this article, no employee of such class of either 
sex employed within that State shall be paid less than such 
State law requires. 


Section 6. 


ArticLe VII 
LIMITATIONS UPON PRICE INCREASES; PRIOR CONTRACTS 


Section 1. Limitation U pon Price Increases 


No retailer shall increase the price of any merchandise 
sold after the effective date of this code under the price 
existing June 1, 1933, by more than is made necessary by 
the amount of increases in production, operating, replace- 
ment, and/ or invoice costs of merchandise, and/ or by taxes 
or other costs resulting from action taken pursuant to the 
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National Industrial Recovery Act, and/or the Agricultural 
Adjustment Act since June 1, 1933, and in setting such 
price increases retailers shall give full weight to probable 
increases in sales volume. It is provided, however, that if 
any price on June 1, 1933, was a distress price, an equitable 
adjustment may be made. 


Section 2. Adjustment of Prior Contracts 


Where costs of executing contracts entered into before 
June 16, 1933, by any retailer for the purchase of goods at 
fixed prices for delivery during the duration of this code are 
increased by the application of the provisions of the 
National Industrial Recovery Act and/or of the Agricul- 
tural Adjustment Act, it is deemed equitable and promotive 
of the purposes of the Act, that appropriate adjustments of 
such contracts to reflect such increased costs actually in- 
curred be arrived at by mutual agreement or arbitral pro- 
ceedings or otherwise, and the National Retail Trade 
Council provided for in Article X hereinafter is constituted 
an agency to assist in effecting such adjustments. 


ArticLe VIII 
LOSS LIMITATION PROVISION 
Section 1. Loss Limitation Provision 


In order to prevent unfair competition against local 
merchants, the use of the so-called “‘loss leader” is hereby 
declared to be an unfair trade practice. These “‘loss 
leaders” are articles often sold below cost to the merchant 
for the purpose of attracting trade. This practice results, 
of course, either in efforts by the merchant to make up the 
loss by charging more than a reasonable profit for other 
articles, or else in driving the small merchant with little 
capital out of legitimate business. It works back against 
the producer of raw materials on farm and in industry and 
against the labor so employed. 

1. This declaration against the use of ‘‘loss leaders” 
by the storekeeper does not prohibit him from selling an 
article without any profit to himself. But the selling 
price of articles to the consumer should include an allowance 
for actual wages of store labor, to be fixed and published 
from time to time by the Trade Authority hereinafter es- 
tablished. 

2. Such an allowance for labor need not be included in 
the selling price of any article of food, or be applied by store- 
keepers doing business only in communities of less than 
2,500 population (according to the 1930 census) which are 
not part of a larger trade area. 

Provided, however, that any retailer may sell any 
article of merchandise at a price as low as the price set by 
any competitor in his trade area on merchandise which is 
identical or essentially the same, if such competitor’s price 
is set in conformity with the foregoing provision. A re- 
tailer who thus reduces a price to meet a competitor's 
price as above defined shall not be deemed to have violated 
the provisions of this section if such retailer immediately 
notifies the nearest representative retail trade organization 
of such action and all facts pertinent thereto. 


Section 2. Exceptions 

(a) Notwithstanding the provisions of the preceding 
section, any retailer may sell at less than the prices speci- 
fied above merchandise sold as bona fide clearance, if ad- 
vertised, marked, and sold as such; highly perishable mer- 
chandise, which must be promptly sold in order to forestall 
loss; imperfect or actually damaged merchandise; or bona 
fide discontinued lines of merchandise if advertised, marked, 
and sold as such; merchandise sold upon the complete, 


fina) liquidation of any business; merchandise sold in quan- 
tity on contract, to public carriers, departments of govern- 
ment, hospitals, schools and colleges, clubs, hotels, and 
other institutions, not for resale and not for redistribution 
to individuals; and merchandise sold or donated for chari- 
table purposes or to unemployment relief agencies; and 
drugs or drug sundries sold to physicians, nurses, dentists, 
veterinarians, or hospitals. 

(b) Nothing in the provisions of the preceding section 
shall be construed to prevent bona fide farmers’ associations 
engaged in purchasing supplies and/or equipment for their 
membership, from making patronage refunds to their 
membership. 

(c) Where a bona fide premium or certificate represent- 
ing a share in premium is given away with any article, the 
base upon which the minimum price of the article is cal- 
culated shall include the cost of the premium or share 
thereof. 

ArticLte IX 
TRADE PRACTICES 


All retailers shall comply with the following trade 
practices: 


Section 1. Advertising and Selling Methods 

(a) No retailer shall use advertising, whether printed, 
radio, or display, or of any other nature, which is inaccurate 
in any material particular or misrepresents merchandise (in- 
cluding its use, trade-mark, grade, quality, quantity, size, 
origin, material, content, preparation, or curative, or thera- 
peutic effect), or credit terms, values, policies, or services; 
and no retailer shall use advertising and/or selling methods 
which tend to deceive or mislead the customer. 

(b) No retailer shall use advertising which refers in- 
accurately in any material particular to any competitor 
or his merchandise, prices, values, credit terms, policies, 
or services. 

(c) No retailer shall use advertising which inaccurately 
lays claim to a policy or continuing practice of generally 
underselling competitors. 

(d) No retailer shall secretly give anything of value to 
the employee or agent of a customer for the purpose of 
influencing a sale, or in furtherance of a sale render a bill 
or statement of account to the employee, agent, or cus- 
tomer which is inaccurate in any material particular. 

(e) No retailer shall place obstacles in the way of the 
purchase of a product which a consumer orders by brand 
name by urging upon the consumer a substitute product 
in a manner which disparages the product ordered. 


Section 2. NRA Label 

No retailer shall purchase, sell, or exchange any mer- 
chandise manufactured under a Code of Fair Competition 
which requires such merchandise to bear an NRA label, 
unless said merchandise bears such label. Any retailer 
rightfully possessing the insignia of the NRA who has in 
stock or purchases similar merchandise which has been 
manufactured before the effective date of the Code of Fair 
Competition requiring such merchandise to bear an NRA 
label may attach thereto the NRA insignia. 


Section 3. Prison-Made Goods 
Pending the formulation of a compact or code between 
the several States of the United States to ensure the manu- 
facture and sale of prison-made goods on a fair competitive 
basis with goods not so produced, the following provisions 
of this section will be stayed for ninety (90) days, or further, 
at the discretion of the administrator: 
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(a) Where any penal, reformatory, or correctional 
institution, either by subscribing to the code or compact 
hereinbefore referred to, or by a binding agreement of any 
other nature, satisfies the administrator that merchandise 
produced in such institution or by the inmates thereof will 
not be sold except upon a fair competitive basis with similar 
merchandise not so produced, the provisions of paragraph 
(b) hereof shall not apply to any merchandise produced in 
such manner in the institutions covered by such agreement. 

(b) Except as provided in the foregoing paragraph, no 
retailer shall knowingly buy or contract to buy any mer- 
chandise produced in whole or in part in a penal, reforma- 
tory, or correctional institution. After May 31, 1934, no 
retailer shall knowingly sell or offer for sale such merchan- 
dise. Nothing in this section, however, shall affect con 
tracts which the retailer does not have the option to cancel, 
made with respect to such merchandise before the approval 
of this code by the President of the United States. 

(c) Nothing in this section shall be construed to super- 
sede or interfere with the operation of the act of Congress 
approved January 19, 1929, being Public No. 669 of the 
Seventieth Congress and entitled “An Act to Divest Goods, 
Wares and Merchandise Manufactured, Produced or Mined 
by Convicts or Prisoners of Their Inter-State Character in 
Certain Cases,” which act is known as the Hawes-Cooper 
Act, or the provisions of any State legislation enacted 
under or effective upon the effective date of the said Hawes- 
Cooper Act, the said effective date being January 19, 1934. 


Section 4. Company Scrip 

The following provisions of this section shall not become 
effective until March 1, 1934. Pending such effective date, 
the administrator shall appoint a committee of not more 
than three (3) persons to investigate the economic and 
social implications of these provisions. Said committee 
may make recommendations based upon its investigations 
and such recommendations shall, upon approval by the 
President of the United States, become effective in the 
place of these provisions. 

(a) No retailer shall accept as payment for merchandise any 
non-negotiable scrip, company checks, or other evidence of 
wage payment issued by any individual! or private profit 
organization in payment of wages or as an advance upon 
unearned wages. A negotiable instrument issued by any 
individual or private profit organization in payment of 
wages shall be accepted only if it is payable in cash within 
one month of the date of issue. This paragraph shall not 
apply in cases where the cash funds of any individual or 
organization are rendered temporarily unavailable due to 
the closing by State or Federal order of the bank in which 
such funds are deposited. 

(b) No retailer shall extend credit in the form of goods, 
money, or services to any person, other than its own em- 
ployees engaged exclusively in the retail trade, upon any 
employer’s guaranty of part or all of said person’s future 
wages or pursuant to a wage deduction arrangement entered 
into with said employer, unless an identical guaranty or 
wage deduction arrangement is available to all retailers. 


ArticLteE X 
ADMINISTRATION 


The following provisions for the administration of this 
code shall not apply to the retail drug trade, which shall 


be governed by the provisions of Section 5 of Schedule 
“A” annexed hereto. 


Section 1. Retail Trade Authority 


The Retail Trade Authority shall consist of the ad- 
ministrator or his deputy and three members appointed 
by the President of the United States, who shall advise and 
assist the Administrator or his deputy. Members of the 
Retail Trade Authority shall be members, without vote, 
of the National Retail Trade Council provided for herein- 
after. 

National Retail Trade Council 

(a) Composition. The National Retail Trade Council 
shall consist of at least one but not more than three repre- 
sentatives from each major division of the retail trade 
presenting this code or hereafter subscribing to it as the 
Administrator shall designate. 

Such representatives shall be elected in accordance with 
a fair method approved by the Administrator, by the 
national trade associations representing the above divisions 
of the retail trade and presenting this code or hereafter 
subscribing to it. Where more than one national trade 
association each represents a portion of a single division 
of the retail trade the Administrator shall, for the purpose 
of establishing the membership of the National Retail 
Trade Council in the first instance, determine whether such 
associations are truly representative and what shall be the 
number and proportionate vote of such associations upon 
the Council; after the initial establishment of the Council 
such decisions shall be made by the Council subject to 
appeal to the Administrator. Regardless of the number 
of its representatives, each division of the retail trade shall 
have one vote in all action taken by the National Retail 
Trade Council. 

(b) General powers. The National Retail Trade Coun- 
cil shall, in addition to the specitic powers herein conferred, 
have all general powers necessary to assist the Administra- 
tor or his deputy in the administration and enforcement of 
this code. 

(c) Reports and investigations. The National Retail 
Trade Council shall, subject to the approval or upon the 
request of the Administrator, require from all retailers such 
reports as are necessary to effectuate the purposes of this 
code, and may, upon its own initiative or upon complaint 
of any person affected, make investigation as to the func- 
tioning and observance of any provisions of the code and 
report the results of such investigation to the Administrator. 

(d) Recommendations. The National Retail Trade 
Council may from time to time present to the Administrator 
recommendations (including interpretations) based on con- 
ditions in the trade, which will tend to effectuate the opera- 
tion of the provisions of this code and the policy of the Na- 
tional Industrial Recovery Act. Such recommendations 
shall, upon approval by the Administrator, become opera- 
tive as part of this code. 

(e) Local commiitees. The National Retail Trade 
Council shall, subject to approval of the Administrator, 
supervise the setting up within local trading areas of local 
committees for the purpose of assisting in the administra- 
tion and enforcement of this code within such local areas 

(f) Expenses. The expenses of the National Retail 
Trade Council shall be equitably assessed and collected by 
the Council, subject to the approval of the Administrator. 


Section 2. 


Section 3. Regional Advisory Committee 


The National Retail Trade Council shall, subject to the 
approval of the Administrator, appoint annually a Regional 
Advisory Committee consisting of one member appointed 
from and representing each major geographical section of 
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the country as established by Federal Reserve Districts. 
It shall be the function of the Regional Advisory Com- 
mittee to serve in an advisory capacity to the Administra- 
tor and to the National Retail Trade Council on matters 
pertaining to the administration of this code in the respec- 
tive districts. The committee shall meet subject to the 
call of the Administrator, the National Retail Trade 
Council, or the Committee’s chairman. 


Section 4. National Retail Trade Economics Board 

The National Retail Trade Economics Board shall 
consist of five (5) members appointed by the President of 
the United States or by the Administrator. Such board 
shall observe and study the economic effects and results of 
the various provisions of this code and shall report from 
time to time to the Administrator. 

Section 5. Interpretations 

The Administrator may from time to time, after consul- 
tation with the National Retail Trade Council, issue such 
administrative interpretations of the various provisions of 
this code as are necessary to effectuate its purposes, and 
such interpretations shall become operative as part of this 
code, unless the Administrator shall otherwise specify. 


Section 6. Exceptions in Cases of Unusual or Undue 
Hardship 

Where the operation of the provisions of this code im- 
poses an unusual or undue hardship upon any retailer or 
group of retailers such retailer or group of retailers may 
make application for relief to the Administrator or to his 
duly authorized agent, and the Administrator or his agent 
may, after such public notice and hearing as he may deem 
necessary, grant such exception to or modification of the 
provisions of this code as may be required to effectuate the 
purposes of the National Industrial Recovery Act. 


ArtTIcLte XI 
GENERAL 
Section 1 
Membership in the national retail associations repre- 
sented upon the National Retail Trade Council or in any 
affiliated association shall be open to all retailers of that 
portion of the retail trade which said associations respec- 
tively represent and said associations shall impose no 
inequitable restrictions upon admission to membership 
therein. 


Section 2. Information to Be Furnished Government 
Agencies 
In addition to information required to be submitted to 
the National Retail Trade Council, there shall be furnished 
to Government agencies such statistical information as the 
Administrator may deem necessary for the purposes re- 
cited in Section 3a of the National Industrial Recovery Act. 


Section 3. Prohibition Against Monopolies 
The provisions of this code shal! not be interpreted or 
applied to promote monopolies or monopolistic practices 
or to eliminate or oppress small enterprises or to discrimi- 
nate against them. 


Section 4. Prohibition Against Use of Subterfuge 
No retailer shall use any subterfuge to frustrate the 
spirit and intent of this code, which is, among other things, 
to increase employment by universal convenant, to remove 
obstructions to commerce, to shorten hours of work, and 
to raise wages to a living basis. 


Section 5. Right of President to Cancel or Modify 


This code and all the provisions thereof are expressly 
made subject to the right of the President, in accordance 
with the provisions of Section 10 (b) of Title I of the 
National Industrial Recovery Act, from time to time to 
cancel or modify any order, approval, license, rule, or 
regulation issued under Title I of said act. 


Section 6. Modifications and Supplementary Provisions 

Such of the provisions of this code as are not required to 
be included herein by the National Industrial Recovery 
Act may, with the approval of the President, be modified 
or eliminated as changes in conditions or experience may 
indicate. It is contemplated that from time to time sup- 
plementary provisions to this code or additional codes will 
be submitted for the approval of the President to prevent 
unfair competitive practices and to effectuate the other 
purposes and policies of Title I of the National Industrial 
Recovery Act. 

Section7. Expiration 

This code shall continue in effect until June 16, 1935, 
or the earliest date prior thereto on which the President 
skall by proclamation, or the Congress shall by joint 
resolution, declare that the emergency recognized by 
Section I of the National Industrial Recovery Act has 
ended. 


SCHEDULE “A” 


SUPPLEMENTAL PROVISIONS APPLICABLE TO RETAIL DRUG 
ESTABLISHMENTS AND TO ALL RETAILERS DEALING IN 
DRUGS AND ALLIED PRODUCTS 


In addition to the foregoing provisions of this code, the 
following supplemental provisions shall apply to retail 
drug establishments and to all retailers dealing in drugs and 
allied products. 

SECTION 1 
DEFINITIONS 


(1) Retail Drug Trade 

The term “retail drug trade” as used herein shal] mean 
all selling to the consumer and not for the purpose of resale 
in any form of drugs, medicines, cosmetics, toilet prepara- 
tions, drug sundries, and/or allied items, in the continental 
United States excluding the Panama Canal Zone. It is 
provided, however, that the term “retail drug trade” shall 
not include the dispensing of drugs, medicines, and medical 
supplies by a physician, dentist, surgeon, or veterinarian 
in the legitimate practice of his profession. 

(2) Drug Retailer 

The term ‘‘drug retailer” as used herein shall mean any 
individual or organization engaged wholly or partially in 
the retail drug trade. 

(3) Retail Drug Establishment: 

The term “retail drug establishment” as used herein 
shall be any store or department of a store engaged in the 
retail drug trade, but shall not include stores or depart- 
ments in which the principal business is the selling at retail 
of products other thaa drugs, medicines, cosmetics, toilet 
preparations, drug sundries, and/or allied items. 

(4) Drug: 

The term “drug” as used herein shall mean all medicinal 
substances and preparations recognized in the United 
States Pharmacopeia and national formulary or any supple- 
ments thereto, and all! substances and preparations intended 
for external or internal use in the cure, mitigation, treat- 
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ment, or prevention of disease in man or other animals, and 
all substances and preparations, other than food (but in- 
cluding medicinal or quasi-medicinal preparations, such 
as those sold or produced primarily for their vitamin con- 
tent, intended to affect the structure or any function of the 
body of man or other animals). 

(5S) Cosmetics and toilet preparations: 

The term “‘cosmetics’” and the term “‘toilet prepara- 
tions” as used herein shall mean toilet articles and per- 
fumes, toilet waters, face powders, face creams, rouges, 
shaving creams, dentifrices, soaps, and similar substances 
and preparations designed and intended for application 
to the person for the purpose of cleansing, improving the 
appearance of, refreshing, or preserving the person. 

(6) Drug sundries. 

The term “drug sundries” as used herein shall mean 
such articles as are used in conjunction with but not in- 
cluded in “drugs,” ‘‘cosmetics,” or ‘‘toilet preparations.” 

(7) Registered pharmacist, assistant pharmacist, appren 
tice pharmacist: 

The terms “‘registered pharmacist,” ‘‘assistant pharma- 
cist,” and “apprentice pharmacist,” as used herein, shall 
have the meaning given to them under the laws of the re- 
spective States of the United States and of Alaska. 

(8) Curb boys or girls: 

The term “curb boys or girls,” as used herein, shall 
mean employees engaged exclusively in serving curb cus- 
tomers. 

Section 2 
STORE HOURS AND HOURS OF LABOR 


(1) Group D, for retatl drug establishments: 

In place of any of the schedules of store hours and hours 
of labor set forth in Article V, Section 1, retail drug estab- 
lishments may elect to remain open for business seven (7) 
days a week for a total of eight-four (84) hours or more per 
week, but on no day for less than eight (8) hours; no em- 
ployee of such establishment shall work more than fifty- 
six (56) hours per week, nor more than ten (10) hours per 
day, nor more than thirteen (13) days in any two con- 
secutive weeks. 

(2) Exceptions in case of pharmacists: 

The maximum hours of labor prescribed in Article V 
and in paragraph (1) of this section shall not apply to 
registered pharmacists, assistant pharmacists, and appren- 
tice pharmacists, employed and working as such, who may 
work ten (10) per cent above the maximum hours otherwise 
applicable, or more in cases of emergency. 


Section 3 
WAGES 
(1) Basic rates for retail drug establishments electing to 
operate in group D: 

No employee of a retail drug establishment which has 
elected to operate in group D, as set forth above, shall 
except as provided in Article VI, Sections 2 and 3, be paid 
for a fifty-six ($6) hour work week less than at the rate of 
$16 per week in cities of over 500,000 population, or less 
than at the rate of $15 per week in cities of from 100,000 
to 500,000 population, or less than at the rate of $14 per 
week in cities from 25,000 to 100,000 population. In 
cities, towns, and villages of from 2,500 to 25,000 popula- 
tion, the wages of all classes of employees of such establish- 
ments shall be increased from the rates existing on June 1, 
1933, by not less than twenty (20) per cent, provided that 
this shal! not require an increase in wages to more than the 
rate of $11 per week, and provided, further that no em- 


ployee shall be paid less than at the rate of $10 per week; in 
towns, villages, and other places with less than 2,500 popu- 
lation, the wages of all classes of employees of such estab- 
lishments shall be increased from the rates existing on 
June 1, 1933, by not less than twenty (20) per cent, pro- 
vided that this shall not require an increase in wages to 
more than the rate of $10 per week. 

(2) Exception for establishments employing curb boys 
or girls: 

The minimum wages prescribed in Article VI and 
Paragraph 1 of this section shall not apply to curb boys 
or girls employed by retail drug establishments when such 
employees are paid upon a commission basis. 

SECTION 4 
TRADE PRACTICES 

In addition to the trade practices set forth in Article 
IX, all drug retailers shall comply with the following: 

(a) No drug retailer shall substitute another article or 
any part thereof for the kind ordered, without due notice 
to and consent of the customer. 

(b) No drug retailer shall advertise to fill prescriptions 
at a uniform price irrespective of cost of ingredients or 
quantity prescribed. 

(c) No drug retailer shall permit any demonstrator or 
sales employee, whose salary is wholly or partially paid 
by a manufacturer or distributor, to work in his establish- 
ment unless such demonstrator or sales employee is clearly 
and openly identified as the agent of such manufacturer or 
distributor. 


Section 5 
ADMINISTRATION 

The administration of this code, including this schedule, 
in so far as it relates to the retail drug trade shall be gov- 
erned by the following provisions: 

(1) Retail Drug Trade Authority 

The Retail Drug Trade Authority shall consist of the 
Administrator or his deputy, and three members appointed 
by the President of the United States, who shall advise and 
assist the Administrator or his deputy. Members of the 
Retail Drug Trade Authority shall be members, without 
vote, of the National Retail Drug Trade Council, provided 
for hereinafter. 

2) National Retail Drug Trade Council 

(a) Composition—The National Retail Drug Trade 
Council shall consist of one representative from the Amer- 
ican Pharmaceutical Association, one representative from 
the Drug Institute of America, Incorporated, two repre- 
sentatives from the National Association of Retail Drug- 
gists, and such representation from any national association 
of the retail drug trade as may be approved by the Ad- 
ministrator. 

Such representatives shal] be elected, in accordance 
with a fair method approved by the Administrator, by the 
respective national trade associations 

(b) General Powers—The National Retail Drug Trade 
Council shall, in addition to the specific powers herein 
conferred, have all general powers necessary to assist the 
Administrator or his deputy in the administration and en- 
forcement of this code in so far as it relates to the retail 
drug trade. 

(c) Reports and Investigations—The National Retail 
Drug Council shall, subject to the approval or upon the 
request of the Administrator, require from all drug retailers 
such reports as are necessary to effectuate the purposes of 
this code in so far as it relates to the retail drug trade, and 
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may, upon its own initiative or upon complaint of any 
person affected, make investigation as to the functioning 
and observance of any provisions of the code relating to the 
retail drug trade and report the results of such investigation 
to the Administrator. 

(d) Recommendations—The National Retail Drug 
Trade Council may from time to time present to the 
Administrator recommendations (including interpre- 
tations), based on conditions in the retail drug trade, which 
will tend to effectuate the operation of the provisions of this 
code, and the policy of the Nationa] Industrial Recovery 
Act. Such recommendations shall, upon approval by the 
Administrator, become operative as part of this code. 

(e) Local Committees—The National Retail Drug Trade 
Council shall, subject to the approval! of the Administrator, 
supervise the setting up within local trading areas of local 
committees for the purpose of assisting in the administra- 
tion and enforcement of this code within such local areas 
in so far as it relates to the retail drug trade. 

(f) Expenses—The expenses of the National Retail 
Drug Trade Council shall be equitably assessed and col- 


lected by the Council, subject to the approval of the Ad- 
ministrator. 

(3) Interpretations 

The Administrator may from time to time, after con- 
sultation with the National Retail Drug Trade Council, 
issue such administrative interpretations of the various 
provisions of this code relating to the retail drug trade as are 
necessary to effectuate its purposes, and such interpreta- 
tions shall become operative as part of this code, unless the 
Administrator shall otherwise specify. 

(4) Exceptions in cases of unusual or undue hardship 

Where the operation of the provisions of this code im- 
poses an unusua! or undue hardship upon any drug retailer 
or group of drug retailers, such drug retailer or group of 
drug retailers may make application for relief to the Ad- 
ministrator or to his duly authorized agent, and the Ad- 
ministrator or his agent may, after such public notice and 
hearing as he may deem necessary, grant such exception to 
or modification of the provisions of this code as may be 
required to effectuate the purposes of the National Indus- 
trial Recovery Act. 


Department-Store Operating Costs in Germany 


Operating figures for German depart- 
ment stores have recently been released 
by their trade association.’ Since the 
classification of expense as shown in the 
accompanying table differs somewhat 
from the standard one used in this coun- 


1 Kosten und Lagerumschlag in Deutschen Waren- und 
Kaufhausern im Jahre 1931 by the Verband Deutscher 
Waren- und Kaufhauser, E. V., Berlin. 


try, exact comparisons between operat- 
ing costs of German and American stores 
cannot be made. The total expense per- 
centage was substantially less than the 
American percentage, due chiefly to rela- 
tively low salaries and wages, advertising 
expense, and rent. 


Operating Results, German Department Stores, 1931 Volume (approximately) 
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Expense Percentages and Merchandising 
Efficiency 


RALPH CASSADY, JR. 


Too much publicity has been given to department-store expense, the author of 
this article points out, and not enough to cost of goods sold. 


In these times of stress in all fields of 
marketing and merchandising, there is 
some tendency among practising econ- 
omists as well as theorists to overem- 
phasize expense figures as measures of 
merchandising efficiency. Thus, many 
assume that a store with the lowest ex- 
pense percentages is the most efficient 
per se. There can be no doubt that this 
is a fallacy. Indeed, expense figures 
used indiscriminately may lead the 
merchant to very dangerous conclusions. 

It is the purpose of this analysis to 
demonstrate several seldom considered 
pitfalls that may be encountered if this 
reasoning is followed blindly. Although 
the point is illustrated largely by means 
of department-store figures, it is applic- 
able to all of the retailing fraternity using 
or contemplating the use of codperatively 
gathered and analyzed cost figures as an 
aid in merchandising. 

It is a well-known fact among the re- 
tailing gentry that department stores 
with low net-sales volumes generally 
operate under lower expense percentages 
than those having higher volumes. 
Taking the Harvard figures of 1932 for 
purposes of illustration, the typical ex- 
pense figure for stores with net sales 
under $150,000 is 36.4 per cent of sales, 
while for those having sales of $20,000,- 
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000 or more, it is 39.6 per cent. From 
this it is clear that if expenses were the 
only criterion of efficiency, the smaller 
stores would certainly have an advantage 
over the larger. But this is far from the 
true condition, as a further analysis will 
reveal. 


COMPARISON OF LARGE AND SMALL STORES 


While the total expense percentage is 
greater in the larger store, it is accom- 
panied by a greater gross margin. Gross 
profit will often be greater in a store 
which spends money to hunt out or 
create an item than in one not having 
the highly paid resourceful talent with 
which to do this. Thus, the typical 
gross-margin figure for stores with 
sales less than $150,000 is only 26.1 per 
cent, while that of stores of $20,000,000 
or more is 34.9 per cent. It is practi- 
cally a truism that the larger store is 
able to maintain the larger gross mar- 
gin. L. D. H. Weld indicated one 
reason for this apparently anomalous 
situation when he suggested that, ‘“‘The 
advantages of large-scale merchandising 
are greater than figures on operating 
costs seem to indicate, because these 
figures do not measure the better pur- 
chasing power of large companies.”’ 

Let us take a hypothetical example 
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and compare the operating results of 
two stores, X and Y. The former is the 
smaller store, the latter the larger. In 
accordance with actual data, Y’s ex- 
penses in terms of percentage of sales are 
higher than those of X. The assumed 
cost-of-goods-sold figure, however, is 
greater in the case of X than that of Y. 
The results, each computed on the basis 
of $100 of sales, follow: 


Store X 
Ri hss lesa 4 gna at $100 
Cost of goods sold............. 73 
SPORE THOME 6.5. o0-5:0s 6 60,006 -4,0:0:0 27 
RMOUNOE: ci sacecnsccsceenses 28 
PROMOS an ho sca s oot oes 1 
Store Y 
Oi. ses tieoess cometh $100 
Cost of goods sold............. 70 
| 30 
ET eer eee 29 
2 ee eer wer 1 


In this hypothetical case, store X, 
whose expense percentage is definitely 
lower than that of Y, had a net loss of 
one per cent, while Y, despite greater 
expenses, earned a net profit of one per 
cent. This condition is obviously due 
to a purchasing advantage accruing to 
store Y over store X. 


COMPARATIVE MERCHANDISE COSTS 


The actual figures seem to bear out 
the foregoing thought admirably. For 
example, the Harvard figures clearly re- 
veal that total merchandise costs for the 
small stores of $150,000 or less is 73.9 
per cent, while that of the large stores is 
65.1 per cent, a very definite advantage 
in favor of the latter. The reasons for 
this situation are quite clear. In the 
first place, the larger store buying in 
larger quantities earns greater discounts. 
This, in turn, is due in part to the use of 


the group and central merchandising 
devices. In the second place, the buy- 
ing talent is more efficient due to special- 
ization and to the fact that the larger 
store is able to pay high salaries for the 
best men because of volume. 

Now, if one compares the net-profit 
percentages of the large and small 
stores, he will find that in 1932, for 
example, the small stores showed a 10.3 
per cent net loss while the large stores 
sustained only a 4.7 per cent net loss de- 
spite the higher expense percentage of 
the latter. Indeed, for the past several 
years, while the typical smaller estab- 
lishment was reporting a net loss, the 
larger was still earning a profit. The 
contention, therefore, seems incontro- 
vertible that expense figures are not 
completely satisfactory measures of effi- 
ciency in retailing, and, as has been 
suggested heretofore, that other evi- 
dence must be entertained as well. 


EXPENSES MAY BE TOO LOW 


There is one other point which should 
be considered by the retailer while 
attempting to control expense figures 
with the purpose of solving his merchan- 
dising troubles. Just as a large expendi- 
ture may enhance the effectiveness of 
the buying and merchandising function, 
so may greater efficiency come about 
within other functions as a result of 
greater expenditures. It is certainly 
legitimate from the strictly individual 
point of view for a store to aim to main- 
tain prices at as high a level as possible. 
The large store, for example, shows a 
percentage of sales expenditure for ad- 
vertising of 3.3 per cent against 2.5 per 
cent for the smaller. It is quite possible 
that the higher figure is a more intelli- 
gent expenditure than the lower. This 
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will prove true for the merchant if, for 
example, profits are maintained at a 
higher level as a result of the greater 
effectiveness with which the money is 
expended. It would be true from the 
standpoint of the consumer as well if 
prices were lowered at the same time 
that profits increased. And these condi- 
tions frequently occur together. 

The possibility of this occurrence is 
easily appreciated when it is remembered 
that the consumer’s dollar is divided into 
three parts, going respectively to cost of 
goods sold, store operating costs, and 
net profits. If, by spending a larger 
portion of the consumer’s dollar for 
operating expenses, the management is 
able to increase its volume and therefore 
buy more advantageously, net profits 
may increase and consumers’ prices de- 
crease coincidentally. Increases in vol- 
ume generally bring about advantages in 
buying. It is possible that a shrewd 
buyer for a small establishment may be 
quite as efficient as his competitor in the 
larger store, but such a situation is not 
typical. The latter generally has two 
advantages; first, that of earning quantity 


discounts, and second, that of ability 
to buy to price lines with less likelihood 
of subsequent markdowns. Thus, size 
generally brings higher expense per- 
centage accompanied by more efficient 
purchasing. This is likely to result in 
higher maintained markup, greater net 
profit, and frequently better values to 
consumers than those found in small low- 
expense stores. 


CONCLUSION 


Expense-percentage comparisons be- 
tween stores then are not adequate 
measures of efficiency. The quality of 
the task within each functional division 
of the store must be considered. Com- 
parative figures on such things as cost of 
merchandise, gross margin, retail prices, 
net profit, and sales must be analyzed. 
The effectiveness of expenditures, rather 
than expenditures themselves, is the 
ultimate test of efficiency. By this 
criterion the typical larger department 
store is more efficient than the typical 
smaller establishment despite higher 
percentages of the consumer dollar de- 
voted to expenses. 
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The Whole Truth in Retail Advertising 


WILLIAM H. Howarp 


Accuracy in advertising is no longer merely desirable but essential if customer 
confidence is to be regained. A leading publicity director tells here how 
his store is attempting to tell the whole truth. 


There is one question which the stu- 
dent of advertising will not find answered 
in the back of the textbook. It is, 
“What has been the result on sales vol- 
ume of high-pressure, misleading adver- 
tising?”’ 

We are all familiar with the fact that 
department-store sales volume has had a 
tragic setback. How much of this has 
been due to the depression cessation of 
buying? And how much of it is due to 
the fact that people, having been stung 
once, are reluctant to be stung again? 
Probably every department-store owner 
was aware of the danger that lay in 
lowering prices when it meant cheapen- 
ing merchandise. He must have known 
that the day of reckoning would come 
before long. It has come, and it pre- 
sents a very grave situation to the 
retailer. About a year ago, one of 
New York’s larger stores conducted a 
survey in which the question was asked, 
“Do you believe that most stores have 
distinctly better values when they ad- 
vertise specials?” Fifty-four per cent 
said ‘“‘yes,” 35 per cent said “no.” A 
35 per cent vote of lack of confidence, 
in other words a diminution of a normal 
market by 35 per cent, is a problem 
that will stand some thought. 

During the past three years, as com- 


petition became keener and_ business 
harder to get, department stores based 
their logic on three premises: 


1. Get prices still lower 

2. Make greater and still greater claims for the 
merchandise 

3. Get larger and more compelling advertise- 
ments 


It took about two years for the public 
really to “get wise.”” When the public 
did ‘“‘get wise,” sales volume dropped 
off more sharply than before and the 
advertising percentage began to sky- 
rocket. It is an obvious enough 
sequitur that whenever any one has been 
fooled once it takes about five times as 
much persuasion to induce belief again. 

Any one in the department-store 
business is familiar with the plea of the 
harassed. buyer during this period. His 
cry became, “Give the ad more ‘zits.’ 
We've got to panic ’em in.” Advertis- 
ing took the rap and advertising is still 
taking the rap. Maybe that’s why in 
so many stores the advertising percent- 
age in comparison with sales is so high 
today. 


A DECISION TO TELL THE TRUTH 


Just four months ago, at Gimbel 
Brothers, we decided to be objective 
about the whole matter of advertising 
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We came to the conclusion that we, like 
nearly all stores, had been guilty of 
telling only “commercial truths.’ In 
other words, we had been telling only 
the good things about our merchandise. 
So we decided that the time had come to 
take a bold stand and tell the whole 
truth. 

It had been tried before and the ad- 
vertising graveyard was strewn with 
the bones of unsuccessful crusaders for 
honesty in advertising. But past efforts 
were either too sporadic to be of lasting 
value or else were publicity stunts and 
dishonest in themselves. The customer, 
whose interests had been sadly neglected 
during the mad scramble for business at 
any cost, had been placed in a difficult 
situation. What should she _ believe 
when every store told her the same 
thing—praised its merchandise to the 
skies, sprinkled its advertising so liberally 
with superlatives and copywriters’ exag- 
gerations? Our customer acted in good 
faith as she always will if we give her 
the chance. But if the merchandise she 
buys fails her, first the store loses her as 
a customer and, second, all advertising 
loses her as a reader. 

In keeping with our policy of telling 
the whole truth in advertising, we began 
to write advertisements in this fashion: 


$1 


Sun-backs, sailor motifs, cute button-up styles, 
on the same order as $10 sports things. Natur- 
ally, the piqué isn’t the best on the market, but 
it washes, it serves its purpose beautifully, and, 
what’s most important, it comes in the impor- 
tant colors of this summer. The skirts are 
wide enough for fast footwork on court or 
links, so you see there’s no skimping. Three 
other models, not sketched. Mail and phone 
orders filled. 


It’s a big, overstuffed, roly-poly hassock with 
a back. Comfortable? Well, yes, as hassocks 


go. Warning: Keep your guests who measure 
more than 15} inches across the beam out of it. 
It isn’t real leather, but it’s a tough fabric 
grained like moleskin and looks expensive. 
Buy them in pairs for those corners too small 
for large chairs. Good colors: red, green, etc. 


POLICY DEVELOPS CONFIDENCE 


Well, what happens now? In the 
first place, the customer may or may 
not be attracted to the merchandise ad- 
vertised, but one thing is certain—she 
isn’t going to be fooled. If she buys, 
she has been notified in advance what to 
expect. To be sure, there was a certain 
amount of opposition from store buyers 
here and there. Now and again one 
would tear his hair and say, ‘‘You’re 
running my merchandise down. Nobody 
will buy from that ad. I'll be lucky to 
sell 20 of them.’’ Maybe so. Maybe he 
is lucky to sell 20 instead of 40, and 
have 20 customers rather than 40 say, 
‘Never again.”” After all, we’re in busi- 
ness for longer than next week or until 
the next sale is over. 

A truth policy, such as that to which 
Gimbel Brothers is committed, imposes 
the necessity for substituting tactual 
information for high-pressure salesman- 
ship. It also provides a chance to 
educate women to know what we mean 
when we say 2 x 2 broadcloth, 5 ply 
wood, 5 iron shoe soles, etc. Any mer- 
chant will tell you that the only way to 
sell higher priced merchandise is by 
educating the public to understand what 
is meant in the specifications for higher 
priced things. What’s more, in order 
to tell the truth it is necessary to con- 
centrate on tested merchandise. This 
enables both the buyer and the adver- 
tising department to learn specifically 
from an impartial source of what the 
goods are really made and what their 
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limitations are. It enables the store to 
eliminate just that much more of the 
guesswork in the whole operation of 
merchandising and selling. 


THE GLAMOUR OF UNDERSTATEMENT 


The criticism has been leveled at 
truthful advertising that it takes the 
glamour away from merchandise; that a 
woman won’t come in to buy a dress if 
we tell her the seams are slightly rough, 
or that the workmanship isn’t done by 
hand, but rather by machine. Probably 
telling the truth does take away the 
glamour from a lot of merchandise. But 
what good is glamour that ends the first 
time a dress is worn or the first time cur- 
tains are exposed to the sun or the first 
time an umbrelia goes out in a rainstorm? 
For that matter, 1933 isn’t a particularly 
glamorous year. Dollars are still hard 
won and people resent spending them 
for merchandise that does not give 
satisfaction. 

General Motors recently sent a book- 
let to all its executives. The booklet 
contained 30 or 40 samples of Gimbel’s 
truth advertising. The foreword read: 
“The pendulum of national psychology 
swings in great cycles—first one extreme 
then the other. The past few years 
have wrought great and lasting changes. 
It is not inconceivable that we may now 
be entering an era when understatement 
rather than overstatement will prove 
more effective and convincing—an era 
in which rationalization may outweigh 
exaggeration, in commercial pursuits as 
well as social life.” 

It is interesting to note that recently 
Selfridge’s of London adopted the truth- 
in-advertising policy and offered 10 
pounds reward to any one who could 
discover a deviation from fact or any 
exaggeration or misrepresentation. 


Advertising, that most maligned of 
all legitimate business enterprises (and 
rightly so), has a chance to redeem itself 
if it will be really honest, not by a 
campaign for six weeks and, then back 
to the old bunkum, not as a publicity 
gag, but through a genuine attempt to 
tell the truth. It is one of those things 
that no code can regulate, after all, and 
no set of rules can circumscribe. You 
either tell the whole truth or you don't. 


CUSTOMER REACTION TO TRUTH 
ADVERTISING 


Within the past few weeks, the J. 
David Houser Associates conducted a 
survey in an effort to learn what New 
York women think of Gimbel’s truth 
advertising. Their findings are illu- 
minating. 

The first question was: 


Do you believe that present-day department- 
store advertising is entirely truthful? 


2 Pere rr 48.2 per cent 
| RR RAR RE 95 43.7 per cent 
DOT UMNOW ok oes 8.0 per cent 


Another question was: 


What do you think of Gimbel’s new adver- 
tising? 

(| SS ee 62.5 per cent 
Strong approval.. 43.7 per cent 
Mild approval.... 18.8 per cent 

Qualified statements.... 5.7 per cent 

Noncommittal statements 

14.8 per cent 

DMEDDTOVAL: .2 200.555 17.0 per cent 
Strong __ disap- 

oo | aa 10.3 per cent 
Mild disapproval. 6.7 per cent 


The student of retail advertising today 
must know more than the mechanics of 
sales promotion, how to write copy, and 
the best way to lay out a direct-mail 
piece. He must be a close student of 
the public to which he is writing. Ad- 
vertising needs to go deeper today than 
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it used to. It must have an understand- 
ing of the temper of the 1933 public 
attitude, which is an extremely skeptical 
one. The measures under consideration 
by the administration for the controlling 
of certain phases of retail advertising, the 
censorship boards set up by certain 
newspapers—these are encouraging de- 
velopments. But the will to be honest 
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must accompany them if they are to 
succeed. That’s where the store comes 
in. It is conceivable that within a short 
period of time the merchant who clings 
to the good old high-pressure methods 
may be regarded as something of a 
buffoon. Indications are that there is a 
new appreciation for the truth. Cer- 
tainly, there is a vast need for it. 


Retail-Sales Indexes 


The Domestic Commerce Division of 
the Bureau of Foreign and Domestic 
Commerce is at present setting up in the 
more important lines of retail trade a 
group of monthly indexes of sales vol- 
ume. The project has been undertaken 
at the immediate request of the Re- 
covery Council for use in tracing the 
movement of goods into consumer’s 
hands during the present emergency. 
It is also in line with the new policy of the 
Bureau emphasizing research about busi- 
ness and of directing effort into work of 
the widest possible general interest and 
value. 
Every attempt is being made to co- 
ordinate this work closely with related 
material, such as the retail-price figures 
of the Bureau of Labor Statistics and 
the department-store sales index of the 
Federal Reserve Board. 
Indexes now being constructed are as 
follows: 
1. Automobiles—retail sales in codperation 
with the National Automobile Cham- 
ber of Commerce 

2. Groceries—comparative sales compiled 
by chain organizations (bias arising 
from chain expansion has been elim- 
inated in so far as possible) 

3. Limited Price Variety Goods—same plan 
as for groceries 

4. Rural and Small Town Retailing—pur- 
chases of general merchandise 


5. Similar series for other trades in co- 
operation with trade associations are 
in prospect 


The first of the new series of monthly 
retail indices will be issued during 
November. Separate sales-volume in- 
dexes on department stores, variety 
stores, grocery stores, automobile and 
general stores will be available within 
two weeks after the close of each month. 
These indices will not be set up by 
Federal Reserve districts, but rather in 
accordance with the Department of 
Commerce’s nine economic regions; 
namely, New England, middle Atlantic, 
south Atlantic, east north central, east 
south central, west north central, west 
south central, mountain, and Pacific. 

Most of the data on the movement of 
goods will be provided the Department 
of Commerce by various retail associa- 
tions. The principal exception will be a 
number of the country’s largest chain 
organizations, each of which has agreed 
to take a certain number of what they 
believe will be their permanent stores 
and send in monthly figures covering 
these branches only. Such a_ policy 
would permit comparison of volume by 
identical units and prevent abnormal 
changes influenced by the opening of 
new stores. 
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A Contribution to the Theory of Stock 
Control 


C. R. MAHONY 


This paper proposes a method for regulating stock investment and suggests a 
plan for setting up control figures for stock that may be used as a basis for 
any anticipated volume of sales for any month. 


Many of the plans of stock control 
heretofore suggested are not really fore- 
casts but have the fault that the figures 
and records are post-mortems and only 
tell the situation after it is too late to 
remedy it. 

Most modern stores set up quotas, 
budgeting their operations in sales, ex- 
penses, and financial requirements on a 
sound basis, but stock requirements and 
purchases are usually set on the record 
of past performance entirely. What is 
needed is a satisfactory and scientific 
method of setting stock limits—a way of 
arriving at figures that is logical and 
sure. 


USE OF “STANDARD” STOCKS 


In seeking after such a plan it was 
thought that the stock-sales ratios as 
published by the University of Michigan! 
might be suitable for the purpose. Upon 
further study and experimentation, how- 
ever, it was seen that although the ratios 
there presented might work very well 
for a department whose volume of sales 
did not fluctuate greatly from month 
to month, in a department where the 


1Carl N. Schmaltz and O. W. Blackett, “Standard 
Departmental! Stock-Sales Ratios in Department Stores,” 
University of Michigan, 1928, 62 pages. 


fluctuations were great, it did not seem 
practical. 

In proving this, a set of sales figures 
made up of the average monthly sales 
of a hosiery department in a typical 
store for the years 1930, 1931, and 1932 
were used. Stock limits were assigned 
to each month according to sales volume, 
the ratio of stock to sales being based on 
the figures given in the booklet of the 
University of Michigan referred to 
above. 

Because of the wide intervals in the 
sales figures in the booklet (intervals of 
$2,000), interpolations were made in 
order to approximate the sales in the 
example studied. Here is the result: 


Month Monthly First-of-Month 
Sales Stock 
oo, 6,700 24,875 
RS eae 6,200 19 ,835 
3 Eee 7,700 21,380 
NS ecertace oasis. er 16,300 49 ,980 
MUD « o'sid seca phe 6,700 19,215 
| ee 18,390 
pee 5 ,000 15,250 
September......... 5 ,400 16,330 
fo ren 6 31,530 
November......... 6,600 18,915 
December.......... 18,000 33 ,300 
[SS 6,000 23 ,580 


The fault in these figures is easily 
seen. In the first three months the 
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stock figures are quite logical, but when 
one looks at the figures for May there is 
a glaring discrepancy. First-of-month 
stock for May sales of $16,300 is esti- 
mated at $49,980. It is impossible to 
reach the stock limit for June 1 of 
$19,215 allowing for no purchases what- 
ever. 

Again on October 1 with stock of 
$31,530 and sales of $11,300 it is im- 
possible to reach the figures of $18,915 
on November 1. 


GEOMETRIC PROGRESSION IN STOCK 
PLANNING 

These difficulties led to a conclusion 
that some other method ought to be 
found, and after some thought it was 
conceived that the principle of geo- 
metrical progression might solve the 
problem. 

As a result of experiments, it was 
found that this theory did suit the condi- 
tions admirably and that the figures 
produced by this method answered the 
requirements of the case at hand. This 
theory accepted the fact that stock 
figures increase at a lower rate than the 
increase in sales and the illustrative 
figures bear this out. To explain we 
will take the average sales figures as 
given in the table above and we will set 
beside them average stocks for the first 
of the same months for the same three 
years. In the third column we will 
place stock limits for that month’s 
volume of sales as found by geometrical 
progression as hereafter described. 

It is quite apparent that the faults 
mentioned in the first example do not 
occur here. The increase in stocks from 
sales volume to sales volume is gradual 
and logical, and it is easy to reach the 
next month’s stock limit, giving oppor- 
tunities for purchasing replacement mer- 
chandise. 


Months Monthly Average Revised 
Sales First-of-Month Stocks 
Stocks 

February... 6,700 20,200 20,565 
March..... 6,200 20,100 20,413 
AOGL..... 7,700 20,850 20,875 
ae 16,300 22,600 23,735 
June...... 6,700 22,300 20,565 
ae 5,600 22,900 20,230 
August 5,000 21,650 20,075 
September. 5,400 20,050 20,170 
October... 11,300 23,800 22,025 
November. 6,600 21,450 20,535 
December... 18,000 24,400 24,345 
January... 6,000 20,500 20,350 


STEPS IN COMPUTING RATE OF INCREASE 


The computing of these figures may 
seem at first like an arduous task, but 
once set up they require no further 
revision except as requirements of turn- 
over and other factors demand. Here is 
the method: 

First, it is necessary to find the average 
monthly sales and associated first-of- 
month stocks for any number of years. 

Second, select the smallest sales and 
smallest stock, and the largest sales and 
largest stock. In the table above, the 
smallest sales are $5,000 and the smallest 
stocks $20,050; the largest sales are 
$18,000 and the largest stocks $24,400. 

Third, decide upon the intervals one 
wishes to use between the sales in the 
stock-limit schedule, such as $200 or 
$500, and determine the number of 
intervals between the lowest and the 
highest monthly sales. With intervals 
of $200, there are 65 of them. 

Fourth, select the smallest average 
stock figure and the largest average stock 
figure, take the number of points mark- 
ing the number of intervals desired 
between the two and use the following 
formula to find the rate of increase: 


n-1 7 
Rate equals /! 
a 
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where n-1 equals the number of intervals 
(65), / equals the largest stock ($24,400) 
and a equals the smallest stock ($20,050). 
This sounds formidable, but is quite 
simple if logarithms are used. The 
problem is: 


“ '/74 400 
20,050 


and the rate of increase is found to be 
1.003. 


COMPUTING STOCKS 


The computation gives the rate of 
increase in stock for each interval of 
sales volume, be it $200 or some other 
amount. The smallest average monthly 
stock is that needed to realize the lowest 
average monthly sales. Then, it is 
only necessary to multiply the smallest 
stock by the rate of increase to find the 
second stock to accompany sales that 
are larger by the amount of the interval 
selected. This stock may be multiplied 
by the same rate to get the third stock 
point and so on, as far as required. 

Doing this multiplying, the result is as 
follows: 


Sales Stocks 
5,000 20,050 
5,200 20,110 
5,400 20,170 
100 
9O 
60 
7O 
60 
50 
40 
30 
20 


10 


USE OF CHART 


These figures may also be approxi- 
mated by using semilogarithmic paper 
with stocks along the Y axis and sales 
along the X axis, plotting the lowest and 
highest average stocks, and drawing a 
straight line between the two. At the 
intermediate points, the other stock 
values for each interval of sales volume 
will be found. Thus, in the chart below, 
the figures mentioned above are plotted. 
By following up the line for sales of 
$10,000 it will be seen that the stock 
required for those sales is more than 
$21,500 but less than $22,000—treally 
it is $21,603. 

By using this method one can set up a 
chart for each department and for the 
store as a whole showing a table of 
sales volumes with their related stock 
limits which will be useful for quick 
reference in setting up budgets and 
quotas for any future period. 


ARITHMETIC PROGRESSION 


For those who find the use of 
logarithms difficult, the principle of 
arithmetic progression will give accept- 
able results. The difference between 
the highest and lowest average stock 
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may be divided by the number of inter- 
vals between the sales limits. In the 
example, 
24,400— 20,050 _ 67 
65 

the stock increases to accompany every 
sales increase of $200. At the $5,200 
sales volume, the stock would be $20, 117 
and at $5,400, it would be $20,184. This 
plan gives slightly higher stocks until 
the upper limit is reached, in this case 
$24,400. 





ADJUSTMENTS FOR TURNOVER 


It is taken for granted that the average 
sales and the average stocks used in 
either computation will give a satis- 
factory number of stockturns per year. 
If they do not, it will be necessary to 
revise the stock limits according to re- 
quirements. This is easily done as 
follows: Divide the actual turnover by 
the turnover desired, expressed as a per- 
centage, and use this percentage to 
reduce each stock limit. For instance, 
if the turnover is found to be 4.8 and the 
required turnover is 5.5, it is found by 
dividing 4.8 by 5.5 that the relative per- 
centage is .873; then it is only necessary 
to multiply each stock limit by this 
figure to find the correct stock for a 
turnover of 5.5 times. 

One caution is necessary in figuring 
the stock limits. See that the difference 
between one stock limit and the next is 
not more than the interval in sales de- 
cided upon. If this be so, it shows that 
the figures are overbalanced and re- 
visions should be made until the figures 
drop into their proper relationship. 

As stated above, these figures once 
computed do not have to be revised, and 
the chart that one sets up does not re- 
quire revision except as department 
policies change. 


A Unique Clearing-House 
System for Member 
Accounts 


The Drapers’ Chamber of Trade of 
the United Kingdom has added a clear- 
ing-house service for member accounts 
which is unique to the best of the writer’s 
knowledge. In March 1933, three 
hundred and eighty-seven manufacturers 
and wholesalers were participating in the 
scheme. Under the terms of the ar- 
rangement, retail members send one 
check to the Drapers’ Chamber of Trade, 
clearing-house section, for the total 
of all amounts to be paid to the firms on 
the list. Payments may be made to any 
firms appearing on the form provided 
monthly by the clearing-house section of 
the Chamber but not to others. The 
member lists the net amount for each 
firm after deducting discounts, and sum- 
marizes these individual net amounts 
into the total to be cleared. Only those 
amounts payable on the tenth of the 
month are included, since there is only 
one clearance. 

Receipted statements are sent directly 
from the supplying firms to the members. 
All adjustments and negotiations con- 
cerning discounts, allowances, returns, 
and complaints must be arranged be- 
tween the firms and not through the 
clearing house. The responsibility of 
the clearing house ends with the alloca- 


tion of the proper payments to the 
supplying firms. 
Obviously, the scheme offers two 


types of economy to the parties involved; 
viz., (1) the saving of clerical work, (2) 
the saving of postage. To pay an 
account directly costs three-pence-half- 
penny, whereas the association charges 
the members only one penny for each 


account. E. T. GRETHER 
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he The author of this article has devised a 
ar- people by combining the best features 
ne F } 
le Methods of compensating retail sales- 

’ 


fal people have constituted for many years 
one of the vexing problems of store 


“= management. A study of the develop- 
a ment of almost any typical store will 
of reveal a trial of plan after plan without a 
he satisfactory solution of the problem. 

ch During recent months payment meth- 
~ ods have received renewed attention. 
ts Store management, under terrific pres- 


sure to reduce expenses and at the same 
he time to avoid the destruction of em- 


hy ployee morale, has realized that an 
; ideal payment plan might contribute 
ly much towards lifting it out of the 
i dilemma. Asa result, numerous articles 
» have appeared and many new plans 
s, suggested. 

‘.. The problem, however, has not yet 
e been disposed of. Few, if any, of the 


of wage methods now in operation or sug- 
gested meet the basic requirements of a 


i- 

= good plan. Either the incentive for 
individual effort is too great or it is 

0 sadly lacking. None of them has suc- 

j: ceeded in encouraging the unity of sales 

)) effort so necessary to the success of a 

- department. 

f- CHARACTERISTICS OF A GOOD PLAN 

>S | ass ‘ : ‘ 

h It is, without doubt, impossible to 


describe a perfect wage-payment plan 
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ar- A Point-System Wage Plan for Remun- 
erating Salespeople 


ROBINSON 


new method of paying retail sales- 
of many plans row in operation. 


for all stores. The best general plan 
must be adopted to the peculiar require- 
ments of the surrounding conditions. 
However, there are certain basic psy- 
chological and scientific principles which 
experience has taught are necessary: 


1. The plan should provide an assured regular 
income. Provision should be made for a 
basic weekly wage with the elimination so 
far as possible of excessive peaks and 
valleys. 

. The plan should provide a constant and 
immediate stimulant to codperative effort. 
Of vital importance is the incentive and 
how it is administered. The greatest 
fault of most incentive plans is that they 
encourage too much individual effort with 
the resultant sales grabbing, “rushing,” 
customer complaints, and general demor- 
alization in employee codperation. 

3. The plan should discourage a high rate of 
return goods. Few, if any, of the present 
wage plans deal constructively with this 
problem. After all, a large proportion of 
returns are due to poor selling. Sales- 
manship would be improved if the sales- 
people were assured of an immediate 
financial incentive to keep returns at a 
low figure. 

4. Remuneration should be based upon selling 
efficiency. Each store or department 
should decide the factors that determine 
sales efficiency, give each its proper 
weighting, and reward accordingly. Sales 
production is probably most important, 
but, in addition, such factors as customer 
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service, returns, ratings, attendance, and 
errors should be given due recognition. 
5. The plan should provide for controlling 
selling costs. The management must be 
able to plan selling costs so that each week 
will reflect efficient selling. 
6. The plan should not be complicated. 


A POINT-SYSTEM PLAN 


The plan of basing the payment of 
bonuses upon a system of points has 
been used successfully in the sales de- 
partments of certain industrial firms for 
some time. Up to the present, however, 
no attempt has been made to adopt this 
type of plan for the retail store. 

The plan presented here is an attempt 
to combine the principles of the point 
system with those of a group bonus in an 
effort to meet the basic requirements of 
a good wage method as suggested above. 
Operation of the plan involves the fol- 
lowing steps: 


1. Setting of a basic weekly salary for each 
salesperson 

2. Determining the weekly sales quota for 
the department 

. Planning the selling cost 

. Deciding upon the percentage of bonus 

. Deciding upon the performance factors 
upon which relative efficiency is based 

6. Devising the method of controlling and 
adjusting the basic wage 
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The example given below demon- 
strates how the plan would function in a 
department employing five salespeople 
and operating under the following figures 
and conditions for the week. 


Sales Salaries Net Sales Department-Planned 
Person Selling Cost 6 per cent 
A $27 $500 
B 24 575 
& 25 350 Depariment Bonus 
D 23 375 4 per cent above quota 
¥ ? 
E 21 400 Department Sales 
aa quenisnems Quote 
$120 $2,200 $2,000 


The performance factors to be used in 
measuring selling efficiency are sales, 
returns, errors, attendance, and _ serv- 
ice ratings. 


INCENTIVES 


In order to give an adequate reward 
for extra sales effort and yet not to 
lessen the desire of the salespeople to 
coéperate in regard to the other four 
efficiency factors, the incentive to sales 
volume is established by changing the 
basic salaries every three months in ac- 
cordance with each salesperson’s selling 
cost as compared with the planned de- 
partmental percentage. Assuming that 
the above given week’s sales volume and 
salaries represent the average for the 
three-month period, and that the selling 
cost of 6 per cent is the figure which has 
been planned for the period,' the chart? 
given on page 89 will be constructed. 

The diagonal line represents the 6 
per cent planned departmental selling 
cost. Sales are charted on the vertical 
scale and salaries on the horizontal. 

This chart indicates that the salaries 
of salespersons A, B, and E may be in- 
creased’ to the points indicated by the 
dotted lines in each case, salesperson C 
decreased, and salesperson D retained 
at the same salary. Weekly and monthly 
reports should be given to the depart- 
ment showing each salesperson’s selling 
cost and standing with respect to the 
planned departmental figure. 

The second phase of the incentive 






ple of this chart was suggested and ex- 
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Cests, and this method of controlling 
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salaries is used by at least one large New York store 

3 The extent and nature of salary changes with respect 
to earned increases or decreases must necessarily be decided 
by the policy of the store. 
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QUARTERLY ANALYSIS OF SELLING COSTS IN THE DEPARTMENT 


operates on a weekly basis by distribut- 
ing to the salespeople the weekly bonus 
earned by the department. According 
to the figures given the department has 
earned a bonus of $8.00. The sales- 
people are rated from naught to four 
according to their relative standing in 
regard to the four remaining efficiency 
factors. The best record is scored four 
points, the next best, three points, and 
so on for each performance factor. 
Each shares in the bonus on the basis of 
the total number of points he merits. 
For example: 


Sales Returns Errors Atiend- Ratings Total 


Person ance 
A + 1 3 + 12 
B 0 3 2 2 7 
© 2 0 + 2 9 
D 1 + 0 0 5 
E x 2 1 1 7 
(| i | 10 10 10 40 


Each share of the bonus equals 20 cents 
($8.00 + 40). Salesperson A receives 
12 shares or $2.40, salesperson B, 
7 shares or $1.40, and so on. In the 
case of departments employing fewer or a 
greater number of salespeople, the em- 


ployees would still be ranked in the same 
fashion. For example, if eight were 
employed, each factor would be ranked 
from naught to seven and each sales- 
person share in the bonus according to 
the ratio of his score to the total number 
of points distributed. 


ADVANTAGES OF THE PLAN 


The chief merits of the plan may be 
summarized as follows: 


1. An immediate incentive encourages co- 
dperative departmental effort and at 
the same time minimizes “sales grab- 
bing,” rushing, etc. 

2. Individual effort is given the proper em- 
phasis by providing for periodic salary 
revisions in accordance with selling costs. 

3. Other important sales factors in addition 
to volume are recognized and rewarded. 

4. Better selling is encouraged by penalizing 

for excessive returned goods. 

. Selling costs may be planned and con- 

trolled. 

6. The plan provides for a basic weekly 
salary. 

7. The plan is not too complicated. Al- 
though certain adjustments may be 
necessary, the actual operation of the plan 
will be found to be quite as simple as the 
average incentive plan now in use. 


on 
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What Factors Make a Suc- 
cessful Store Location? 


Pau J. FitzPatrick 


The location of a retail unit is of prime 
importance; it is probably more im- 
portant in determining success or failure 
in retailing than in any other type 
of business enterprise. Even sound mer- 
chandising policies usually cannot over- 
come the effect of a poor location. But 
an excellent location, in many cases, is 
able to overcome the deterring effects of 
poor merchandising policies. The fac- 
tors underlying a_ successful location 
cannot be emphasized too much because 
they have a vital and far-reaching rela- 
tion to the volume of sales, the amount 
of net profit, the overhead or operating 
expenses, and the several merchandising 
policies, one being, for example, mer- 
chandise turnover. 

Every retailer, therefore, should make 
a careful analysis of the points or factors 
underlying a correct location. This 
analysis, moreover, should be periodi- 
cally made because, owing to the ever 
changing social and economic conditions, 
a good location of today may, in a few 
years, become a poor one. Further- 
more, since thousands of retail stores are 
failing annually, more attention and 
study is being directed to an analysis of 
retail policies so as to ascertain the 
several causes of retail failures. Surveys 
are revealing that a poor or losing loca- 
tion is, indeed, one of the most common 
causes of failure. 


ERRORS IN LOCATION 


A few errors in locating retail units 
may be cited. First, many retailers are 
failing because they are located where 


there are too few customers passing by. 
These merchants are too easily in- 
fluenced by a vacant store space and 
rent and hope that customers will come 
to them. Many of them have not given 
due consideration to the factors which 
bear an important and far-reaching rela- 
tion to a correct location for that type 
of business. But just because it is the 
only available space in the block is no 
good reason for renting it. A poor or 
losing location is certainly no bargain. 
Several surveys have pointed out some 
interesting information: The Louisville 
grocery-store survey disclosed the strik- 
ing fact that “30 out of a total of ap- 
proximately 800 independent grocers go 
out of business in Louisville every month 
and 32 open up to take their places.” 
The St. Louis drug-store survey, more- 
over, “found that one third of the failed 
drug stores had chosen sites where drug 
stores had previously failed.” And the 
Kansas City restaurant survey reported 
that: 


.... From January 1 to August 1, 1929, 549 new 
restaurants had opened up in the City to take 
the places of the 551 that went out of business 
in the previous year. Since restaurants are 
permitted to take out licenses at any time dur- 
ing the year and are required to pay only one 
half of the yearly fee if they open after July 1, 
there will probably be more new enes during the 
remaining five months of 1929.... 


It would seem, then, that many new- 
comers were overenthusiastic about their 
ability to do better than their pre- 
decessors. 

Second, it has been found that some 
retailers are forced to pick a cheap or 
low-rental location, whether appropriate 
or not, in order to husband carefully their 
slender investment. In other words, the 
rental price and not the location itself 
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governs their choice of a location. Be- 
sides, retailing is easier to enter than 
manufacturing, wholesaling, and other 
businesses because considerably less capi- 
tal is required. The incoming merchant 
needs only enough capital to pay the 
rent, and to make a down payment on 
the furniture, fixtures, equipment, and 
the merchandise. Thus, persons with 
limited capital are encouraged to try 
their luck when they tire of their jobs. 

Third, some merchants make the 
mistake of locating on the same block 
where several competitors are already 
established, thus encountering keen, if 
not cutthroat, competition in their effort 
to gain a foothold. In many cases, there 
is not sufficient volume of business in 
this trading area to support all, so that 
a bitter struggle to take business away 
from each other ensues. 

Fourth, a number of retailers do not 
know how to locate a store. They do 
not make a careful analysis of the factors 
that have a vital bearing on a successful 
location. They overlook the cogent fact 
that a particular location may be suited 
to one type of business and be altogether 
unsuitable for another. And unless such 
an analysis is properly made, the mer- 
chant runs the risk of a low sales volume 
and of resulting losses. Thus he im- 
pairs his capital and eventually fails. 


OUTLINE OF LOCATION FACTORS 


In deciding a proper location for a 
retail unit, the following outline indi- 
cates that there are many factors, in- 
deed, to consider: 


I. Customer analysis 
1. Income or purchasing power of custo- 
mers 
2. Standards of living of customers 
3. Type of customers, whether men or 


II. 


III. 


women, rich or poor, children or servants, 
shoppers or strollers, residents or com- 
munity visitors, factory workers or office 
clerks, and their nationalities 


. Estimate of the minimum number of 


customers or families that will be needed 
to support a reasonable volume of sales 
for that site 


. Walking habits of the people. Certain 


streets and certain sides of a street are 
preferred by men and women 


. Mood or “frame-of-mind” of passers-by. 


Persons hurrying to catch a train or to 
get to work on time are not customers 
except for such small items as a news- 
paper or magazine, candy or tobacco. 
They are not in a shopping or buying 
mood 


Community factors 


1. 


One or multi-industry community; and 
the character and importance of the 
industries 


. Wealth per capita of people living in the 


community 


. Size and growth of the community 
. Nature and size of retail trading areas 


from which store trade is attracted. 
It may be a radius of five blocks for a 
neighborhood store and of forty miles 
for a department store 


Site and building considerations 


i. 
2. 


~ 


Accessibility to its customers or clientele 
Reasonable rental or building costs 
which involve the question whether to 
rent or to build 


. Relation of the rental price to the esti- 


mated volume of sales, as rent expense 
should not be out of line with sales 


. Zoning regulations as it involves the 


character and size of the store building; 
and the areas in which neighborhood 
stores are not permitted to locate. 


. Size of the store space and its availability 


for that type of business 


. Corner or “middle-of-the-block” loca- 


tion. Congestion of some corners has a 
deterring effect upon the volume of 
business; greater availability and gener- 
ally lower rents of mid-block location 
may be an advantage 


. Climatic and weather conditions such as 


sunlight and temperature, prevailing 
winds, sunny or shady side of the street 
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Environmental factors 


5 


2. 


. Future of the district. 


Character and reputation of its busi- 
ness neighbors. A reputable merchant 
avoids locating near stores engaging in 
questionable merchandising practices 


. Locating near an old, well-known, and 


established store so as to gain prestige 
and to secure trade 


. Nature of competition in the district. 


One example is that it would be a serious 
mistake for three hardware or drug 
stores to locate on the same block 
There is a shift- 
ing of retail trading areas due to the 
development or growth of the commun- 
ity as well as the widespread use of the 
automobile 


. The principle of “complementary group- 


ing” as formulated by Nystrom. Baker- 
ies, meat markets, and grocery stores are 
one example of this type of grouping; 
candy stores, restaurants and tea rooms, 
theaters, and florists are another group- 
ing; department stores, five- and ten-cent 
stores, and specialty stores comprise 
another group; newsdealers, cigar stores, 
men’s valet shops, and billiard parlors 
form another; and so on 


. Avoidance of undesirable features or 


surroundings as garages, hospitals, asy- 
lums, and billboards; also noise, bad 
odors, dust, and smoke 


. Transportation considerations 
i 


Nearness to transportation facilities and 
transfer points as well as car stops— 
trolleys, buses, subways, and elevated 

Important street intersections and prin- 


ciple traffic arteries, both present and 
future 
. Traffic congestion and parking facilities 
. Direction of the homeward-bound traffic 
. Side of the street where passengers alight 
from trolleys, buses, subways, and 
elevated 
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From the foregoing list of location 
factors, every merchant, both present 
and prospective, should select that set 
of factors which is best related to his 
type of business. Not all of the fore- 
going factors will play a part in the 
determination of every store location. 
Each retail unit has its own particular 
set of factors. In other words, a par- 
ticular location appropriate for one type 
of a store may be altogether unsuited 
for another. 

In general, however, the important 
thing is to bring the store to its custom- 
ers. Chain stores, indeed, go after 
customers and pick a location which will 
be convenient and attractive. Since 
the merchant is generally regarded as 
the “purchasing agent” of the com- 
munity, he should locate his store where 
he may provide commodities and ser- 
vices conveniently and economically. 
In this way he will gain more trade and 
in turn more profits. 
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Retail Merchandise Control, by JoHN W. 
WINGATE. New York: Prentice-Hall, 
Inc., 1933, 478 pages. 


Many of the economic ills of this and other 
countries may be traced to the failure to bring 
about the proper adjustment of retail stocks to 
existing customer demand. It is the function 
of merchandise control to have the right mer- 
chandise, at the right time, at the right price, 
and in the right quantities. 

Dr. Wingate’s book on merchandise control is 
the first comprehensive work in its field. The 
subject matter includes budgetary control in re- 
tail merchandising, the adjustment of profit 
factors, departmentalizing a store, the merchan- 
dise plan, the trend of sales, the planning of 
sales, stock planning and control, stock-sales 
ratios, the planning and control of retail reduc- 
tions, purchase planning and control, initial 
markup, and merchandise control by classifica- 
tions. Two chapters on unit merchandise con- 
trol are also included. 

Retail Merchandise Control is based on many 
years of experience in teaching the subject, is 
logically arranged, and in the proper sequence 
so that even beginners will have no difficulty in 
following the line of reasoning. The use of 
mathematics has been avoided as far as possible 
for the sake of simplicity, but where mathema- 
tics are necessary they have not been shunned. 

The lack of knowledge on the part of many 
retail executives and the difficulty of obtaining 
complete and authoritative information on the 
subject of merchandise control makes this new 
book of special importance to retailers at the 
present tinge. 

E.0.S 


Business Under the Recovery Act, by 
Lawrence Valenstein and E. B. Weiss. 
New York: McGraw-Hill Book Com- 
pany, Inc., 1933, xiv + 314 pages. 


It is only natural that a piece of legislation 
so vast and revolutionary as the National Indus- 
trial Recovery Act should excite a wide variety 
of comment, criticism, and misapprehension. 
“A new fascism,” ‘‘state socialism,” and “bu- 
reaucratic control of industry” are only a few of 
the descriptive terms leveled at the Act. 

“Business socialism” is the term that Valen- 
stein and Weiss, in their book Business Under 
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the Recovery Act use to summarize the purposes 
and procedure of the Act. For years, industry 
has complained about the burdensome restric- 
tions of the antitrust laws. Now the Govern- 
ment comes forward and demands that business 
get together and eliminate the undesirable trade 
practices that have sprung up during this period 
of “rugged individualism.” 

Probably no other source provides a clearer 
description of the scope of the Recovery Act than 
does this book. The authors summarize con- 
cisely the events leading up to the enactment of 
the legislation, its purposes, what it will and 
what it willnot do. In addition, they point out 
the probable effects of the legislation upon 
marketing, retailing, and other business activi- 


ties. 
O. P. RB. 


Industrial Purchasing, by H. T. Lewis. 
New York: Prentice-Hall, Inc., 1933, 
536 pages. 


No more comprehensive work on the field of 
industrial purchasing has been published during 
the last decade than Industrial Purchasing, by 
H. T. Lewis. This book is the official publica- 
tion of the National Association of Purchasing 
Agents and is the first official guide to the sub- 
ject of purchasing. The author, Professor H. T. 
Lewis of the Graduate School of Business Ad- 
ministration, Harvard University, who is a well- 
known authority in the field of purchasing, was 
assisted in this work by a group of specialists in 
the purchasing field. 

In addition to a clear discussion of the pur- 
chasing procedure, control of quantity, budgets, 
and other important problems, the author ex- 
plains some of the legal aspects of purchasing. 

Store managers and superintendents, pur- 
chasing agents, students, and others interested 
in the problems of purchasing should find this 
book a necessary addition to their libraries. 

O. P.R. 


The Behavior of Consumption in Business 
Depression, by Arthur R. Tebbutt. 
Boston: Harvard Bureau of Business 
Research, 1933, 21 pages. 


Contrary to ideas widely held, the consump- 
tion of food, clothing, household furnishings, and 
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miscellaneous merchandise by the mass of our 
people has not suffered any sharp falling off since 
1929. It is thought that the standard of living 
has declined, as regards housing and fuel, but 
according to the figures submitted the physical 
quantities of goods other than fuel actually used 
up in the process of living has not declined more 
than about 10 percent. Homefurnishings sales, 
however, declined about 15 per cent. 

The fact that this country has passed through 
an extremely severe depression without a drop 
in consumption exceeding 10 per cent seems to 
give conclusive evidence of the inherent sta- 


bility of consumption; and leads to the conclu- 
sion that, if consumption has not fallen off dur- 
ing the depression, taking the country as a 
whole, no great consumer shortages have been 
built up. If this is true, apparently we should 
not expect the consumption-goods industries 
to furnish the springboard from which we could 
jump back to prosperity, but should give atten- 
tion chiefly to the stimulation of industries 
manufacturing capital goods or producers’ goods. 
It is common knowledge that these industries 
have suffered a severe drop since 1929. 
J. W. W. 








Editorial—The 


For the past three years nearly every 
one was alarmed over the prolonged 
drop in prices. It was hoped that the 
decline would stop and that a rise would 
take its place. But now that the up- 
swing is under way, its rapid rate is the 
cause of equal alarm. While the NRA 
program, in its longer operation, should 
bring a happy adjustment, its immediate 
effect on retail prices has been startling. 
The Fairchild price index, with January 
1931 as 100 per cent, shows this trend: 
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A quick rebound from May lows has 
carried prices back to the level of late 
1931. The reason, or at least excuse, 
for the sudden rise is found in the various 
industrial codes under the NRA. With 
a radical curtailing of working hours as 





Ruse in Prices 


compared to those to which production 
has long been geared, and with a marked 
increase in weekly and hourly rates of 
pay, cost of production has jumped 
enormously, in many lines at least. 
For example, the type of dress that used 
to sell in the wholesale market for $6.50, 
in the course of three months moved as 
follows: $6.75, $7.75, and $8.75. Also, 
where 10 per cent discounts were com- 
mon, 8 per cent is all that is now 
allowed. 

Added to the tangible factors is the 
psychology of inflation, a belief that, 
since the Government desires higher 
prices, the individual producer or dis- 
tributor may hasten the process to his 
own profit, out of proportion of the 
increase in labor costs. 


DANGER OF CUSTOMER STRIKE 


But the consumer must be the final 
support for a higher price level and the 
typical customer has not yet enjoyed an 
increase in income in proportion to price 
increase. It is true that unemployment 
has decreased; there are more people 
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earning low wages than before, but this 
does not create the demand or ability to 
pay for goods of a much higher price. It 
is true that the index of consumer income 
of the International Statistical Bureau, 
Inc., shows a rise fully in proportion to 
prices, but it should be recognized that 
the big increase is in the number of low- 
priced jobs. The expectation is for a 
greater demand for low-priced goods, not 
an ability to pay for higher priced goods. 
Is it not too much to expect that the 
customer who has for the last few years 
paid $12 for a dress should pay $17.50 
this fall? Few of the customer buyers 
in this range have enjoyed a sufficient 
increase in income. 

There is too much loose talk to the 
effect that the high prices are bound to 
come and that the consumer will have 
to pay them. It is not easy to browbeat 
the whole nation. A buyers’ strike is a 
real danger for this fall. Customers do 
expect moderate price increases but are 
quite justified in objecting to a price 


advance out of proportion to the rise in 
incomes. 

Retail merchants are in a strategic 
position to note customer reaction to new 
price levels. They have a stern duty to 
apply the brakes to runaway prices. 
Not only must they make every effort 
to present customers attractive assort- 
ments at small advances in retail prices, 
but they must make the manufacturer 
fully justify his new quotations before 
placing orders. 

There is no harder task than that of 
maintaining an equilibrium among eco- 
nomic factors when a deliberate effort is 
made to raise the price level. The wage 
codes should give purchasing power a 
chance to precede the price advance. 
But this will be the happy result only in 
so far as all factors in the trade are moved 
by a zeal to give up opportunity for 
temporary profit in order to increase 
demand and thus make permanent 
recovery possible. 

jy Ww. 
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Ideas...in Retailing 
ARE WORTH MONEY 


U nt il Dec ember 1 ’ 1 933, the opportunity is yours to secure money- 
making ideas in selling merchandise. Yes... the ideas now being used 
by retail establishments such as R. H. Macy & Co., Prinz Biederman Co., 
Marshall Field & Co., John Wanamaker, Great Atlantic & Pacific Tea Co., 
J. C. Penney Co., L. Bamberger & Co., Lord & Taylor, Sears, Roebuck & Co., 
and others are contained in Brisco’s book, Principles of Retailing. 


This book is the result of several years 
of study on the part of the faculty of 
New York University School of Re- 
tailing, under the guidance of Dean 
Brisco. The study enlisted the active 
codperation of leading merchants and 
revealed present-day methods of retail- 
ing as employed by large and small re- 
tail stores, chain stores, specialty shops, 
and mail-order houses throughout the 
country. 


Principles of Retailing sells regularly for 
$5. But note—the special club—good 
ONLY until December 1—in which 
this book is featured. For your five 
dollars, plus fifty cents, you now get, 


in addition to Principles of Retailing, 
two extra items—items that are sold 
regularly at $1.50 and $1.00, respectively. 
See this club below—it is labeled Club 
No. 1. Look over the other clubs—each 
one offers you real money-saving values. 
In the spirit of the N R A, THE JOURNAL 
oF RETAILING is glad to be able to make 
this announcement to its readers. The 
opportunity offered below is all the 
more remarkable when it is realized that 
the publishers of these books, them- 
selves, have never sold them at cut 
prices, and it is only through a very 
special arrangement that we, who offi- 
cially endorse and recommend these books, 
are able to bring these savings direct to you. 


Here are the clubs . . . but you must ACT quickly. They hold good until 


December 1 ONLY. 
Club No. 1 ss ireg. Price 


Principles of Retailing— 
Brisco $5.00 
Manual of Retail Terms 
(Paper covered)—Wingate 
(Net) 1.50 
Problems in Retail Merchan- 
dising (Paper covered)— 


Wingate & Schaller..... (Net) 1.00 
$7.50 
I Wit didn weeme $5.50 


YOU SAVE...... $2.00 
Mail the Coupon... 


THE JOURNAL OF RETAILING 
Scnoon or RETAILING, New York UNIVERSITY 
New York, N. Y. 
Gentlemen: 

T enclose $........ in full payment of Club No....., 
or Send C. O. D. 

You may send the books to me at the address given 
below: 





Retail Merchandise Con- 
trol—W ingate (Just off press!) $5.00 
Retail Buying—Briscoe & Win- 


et ee eT Te ore ee 4.00 
$9.00 
I EE os oa eS okies $6.25 


YOU SAVE...... $2.75 


Club No. 3 Reg. Price 


Retail Credit Procedure— 
SE eae) CRP e: $5.00 

Manual of Retail Terms 

(Paper covered)—Wingate 
(Net) 1.50 

Problems in Retail Merchan- 

dising (Paper covered)— 
Wingate & Schaller..... (Net) 1.00 


errr errr re $6.00 
YOU SAVE...... $1.50 




















